











THE ECONOMIC JOURNAL 


MARCH, 1917 


THE CONSCRIPTION OF INCOME A SOUND BASIS 
FOR WAR FINANCE. 


ALL great wars in modern times have been mainly financed by 
means of issues of paper money, government and bank notes con- 
vertible and inconvertible, and by borrowing. Convertible paper 
money is narrowly limited in its possibilities, and can only serve 
as an adjunct to other financial measures. The financial possi- 
bilities of inconvertible paper money, though more considerable, 
are also quite inadequate to meet the huge expenditure of a great 
war. Except as an extreme measure of last resort, paper money 
has therefore come to occupy a subordinate position in war finance. 
The accepted policy, one the effectiveness of which has been 
tested by much experience, is to issue paper money sparingly 
and to secure the bulk of the funds required for war by means of 
loans. It is commonly believed that if additional taxes are levied 
during the conflict, sufficient to take care of increasing interest 
charges, a sound and equitable financial policy has been adopted, 
and that to meet even a small part of war expenditure currently 
from taxation is a counsel of perfection. 

.No great war has ever been mainly financed from the profits 
of taxes collected during its progress. The possibilities of this 
resource have never been subjected to the test of experience. 
Additional taxation has indeed been imposed during successive 
years of protracted wars. This course was followed during our own 
American Civil War, and it is being taken by the various European 
belligerents at present. The proved ability of a people to pay 
somewhat higher taxes during the later stages of a long and 
exhausting conflict affords convincing evidence that equally heavy 

1 Based upon a paper read tefore the American Economic Association. 
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taxes might have been levied upon the outbreak of hostilities. 
Even the imposition of taxes at the beginning of future wars at 
rates at least as high as have been reached at the close of past 
wars would mark a distinct advance in war finance. It would, 
however, be superfluous for me to discuss so limited an extension 
of war taxation, since I would go much. further and defray 
virtually all war expenses from this source. 

I am strongly of the opinion that a great modern war, 
enormously costly as it is, can and should be mainly, if not 
entirely, financed from the proceeds of taxes collected during its 
progress. To raise the funds for the colossal expenditure of 
modern warfare by means of loans involves a country in serious 
financial difficulties, which can be escaped if the taxation policy 
is adopted. The taxation policy is also far more equitable, and 
at the same time would make possible a far more speedy and 
complete mobilisation of the industrial forces of a community 
for the support of its armies in the field. I am quite aware that 
the validity of these sweeping statements must be proved up to the 
hilt before they can be made the basis for governmental policy. 
A complete analysis of the respective merits of loans and of taxes in 
war finance cannot be made within the limits of space at my dis- 
posal, but the case for taxation is so strong that, even when 
stated in summary form, I am hopeful that it may seem to the 
reader both fair and practicable. 

On purely fiscal grounds war finance based on loans is un- 
satisfactory because it occasions a rapid rise of prices, thus en- 
hancing the money cost of a war. War loans would not cause an 
advance in the level of prices if subscribers to the loans made 
payment entirely either with accumulated funds on hand or with 
savings made from current income during the period that the 
proceeds of each successive loan were being expended. In these 
circumstances the abnormally large demand of a government for 
goods and labour would be roughly off-set by the curtailed demand 
of the people generally. But the funds secured by governments 
through war loans are never derived entirely from savings on 
hand or which become available while the proceeds of a loan are 
being expended. Voluntary saving is never sufficiently inclusive 
and rigorous. Many subscribers to war loans borrow from banks 
the funds required to meet their commitments, pledging other 
property and even the war loan itself. The banks adopt a liberal 
patriotic loan policy, and ‘also subscribe largely on their own 
account. These transactions, the borrowing from banks and the 
investment by banks, occasion expansion in the volume of credit, 
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both in the form of bank-notes and of deposits, and are the most 
potent single cause of the general advance in prices during periods 
of war. 

Purchasing power in the possession of the people is reduced 
by a war loan, but not to the full extent of the purchasing power 
secured by the government. With this purchasing power the 
warring government enters the market for goods and labour in 
competition with its own citizens. The government demand is 
so insistent that it is not lessened by advancing prices. There is 
simply a more speedy exhaustion of the proceeds of the loan. On 
the other hand, the demand of the people for goods and labour 
is reduced in consequence of rising prices. Through this round- 
about process a smaller part of the total current products of 
industry is consumed by the people in the ordinary ways of 
peace, and a larger part in the shape of military material of all 
sorts is secured by the government and consumed in the channels 
of war. 

In the course of time, as the proceeds of a loan approach 
exhaustion, a larger proportion of the total volume of the pur- 
chasing media of a country gets back to the people. Another 
loan is then required unless the government is to resort to un- 
limited issues of paper money. The successful flotation of a new 
loan or the continuous sale of short-time obligations again pro- 
vides a government with the means to enter the market in com- 
petition with its own citizens. This process of borrowing and 
spending can continue for an indefinitely long period if a con- 
siderable part of each loan represents savings, a sacrifice of current 
income on the part of subscribers. If it does not, credit expan- 
sion will be so rapid as to threaten with collapse the entire credit 
structure in a fashion analogous to that which results from issues 
of paper money. , 

Although there is commonly an increase in voluntary saving 
during the course of a war, it is unlikely to be sufficient to counter- 
act fully various influences tending toward a continuous upward 
movement of prices with each successive loan. With the pro- 
gress of a long war the output of commodities of all kinds can 
hardly fail to undergo some diminution as more and more men 
are required for military service. No corresponding contraction 
in the volume of the purchasing media is, however, to be antici- 
pated. On the contrary, as a means of facilitating the marketing 
of successive loans, a policy of continuous, even though moderate, 
credit expansion is practically certain to be adopted. An easy 


money market is a desirable, one may even say an essential, 
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condition for carrying through the distribution of a government 
loan among investors. The process of marketing the loan must 
be made as easy and simple as possible. Slowly expanding credit 
and the issue of short-term obligations which may be converted 
into long-time loans are most helpful devices. Credit contraction 
is naturally out of the question. Thus, while the vital import- 
ance of strict economy is being everywhere urged, these easy 
monetary conditions enable many to satisfy their patriotic im- 
pulses by borrowing the funds which they subscribe to war loans, 
and at the same time postpone the sacrifice of accustomed luxuries 
and comforts to a more convenient season. Among those also 
who practise the most rigid economy there are many who subscribe 
by means of loans much more than they have been able to save. 
So far as the individual is concerned, future savings are invested 
in advance when he borrows in order to subscribe to government 
loans; but until he pays off his loans the arrangement commonly 
involves an increase in the volume of credit, and so contributes 
to the advance in prices. 

It is also to be noted that the initial advance in prices works 
against that general discontinuance of all unnecessary consump- 
tion in order to subscribe to war loans, which is needful if still 
further price advances are to be avoided. A war inevitably causes 
radical changes in many incomes. Those engaged in the produc- 
tion of articles for which there is an intense government demand 
secure exceptionally large wages and profits. Meanwhile, the 
incomes of those engaged in a large number of other pursuits 
remain stationary or decline. Changes in income would be 
numerous even though the level of prices remained stationary. 
Both the number and extent of these changes are, however, 
much increased in consequence of rising prices. While the real 
income of the vast majority is reduced, that of a considerable 
number is enlarged in some instances to an extraordinary extent. 
These undeserved and temporary gains tempt many to extrava- 
gance in consumption. During the tragic course of the present 
war the increasing readiness of the peoples of the warring countries 
to impose additional taxation is at least in part due to the desire 
to check positively indecent extravagance on the part of those 
whose incomes have been thus undeservedly increased. 

All these conditions and tendencies have been present in the 
various belligerent countries during the present war. Rates for 
short-time loans have been maintained in the various European 
money markets in the neighbourhood of 5 per cent. throughout 
the war. In both France and Germany there has been something 
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like a three-fold increase in the note issues of the central banks 
of those countries, and in Great Britain a corresponding increase 
in the deposits of the Bank of England. Deposits in other banks 
in all the belligerent countries are also vastly greater than they 
were two years ago. In the meantime, prices everywhere have 
advanced—the index number of the London Economist, for 
example, registering an advance from 1166 in July, 1914, to 
153°2 in October, 1915, to 2171 at the end of November, 1916. 
Borrowing as the principal means of financing a war is, then, 
practically certain to involve a general advance in prices, which in 
turn increases the money costs of a war, and also causes much 
undesirable variation in income. Against war finance based on 
borrowing there are, however, other and far more serious objec- 
tions. It is manifestly unjust and inequitable, because it gives 
not only to property acquired before a war, but also to income 
received during its progress, a far higher degree of consideration 
relative to life than is accorded to them in times of peace. In 
adopting the borrowing policy a government accepts in the field 
of finance the voluntary principle without qualification. Interest 
as a reward is offered at whatever rate is required in order to 
secure the necessary funds. An analogous situation would present 
itself if governments which rely entirely upon voluntary enlist- 
ment offered successive increases in the pay of soldiers whenever 
the supply of volunteers was inadequate. When wars were waged 
by small professional armies the appeal to economic motives was 
effective in securing an adequate number of recruits. Such 
appeals obviously would not provide the large armies engaged in 
modern warfare. Voluntary enlistment from patriotic motives 
has been tried, but its inadequacy as well as its lack of equality 
in sacrifice has been made apparent during the course of the 
present war. Compulsory service will certainly be the policy 
adopted by belligerent countries in all future wars. Immediate 
military exigencies compel resort to this method of raising armies. 
Conscription of men should logically and equitably be accom- 
panied by something in the nature of conscription of current 
income above that which is absolutely necessary. The obligation 
that each citizen furnish the State in time of war a large portion 
of his current income manifestly would impose no more oppres- 
sive burden than the obligation of military service. To be sure, 
the pressing necessity which leads to campulsory service is absent, 
since it is possible to finance a war by means of borrowing. Yet 
as a permanent war finance policy borrowing has limitations 
which should exclude it from any comprehensive scheme of mili- 
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tary preparedness. Modern wars are so enormously costly that a 
country which resorts to borrowing has not merely created for 
itself a difficult problem of taxation after the return of peace. It 
has also placed itself in a financial position which will make it 
exceedingly difficult to find the money to maintain and improve 
its military establishment in future years. Purely as a military 
measure, then, the conscription of income during a war should 
be adopted, unless such a policy would prove in any way a serious 
obstacle to the effective conduct of hostilities. 

The injustice of treating those who provide the funds for war 
purposes more generously than those who risk life itself will not 
be questioned. Consider for a moment the contrast under the 
borrowing method of war finance between a soldier in receipt 
of an income of £500 before a war and his neighbour who 
remains at home in continued receipt of a similar amount. The 
civilian reduces his, expenditure in every possible way and sub- 
scribes a total of £800 to war loan. He is rewarded with a high 
rate of interest, to which his soldier neighbour must contribute 
his quota in higher taxes if he is fortunate enough to return 
from the front. The contrast becomes still greater if, as often 
happens, the income of the stay-at-home increases during the 
war and if he is able to secure a superior position. On the other 
hand, the soldier often finds it difficult to secure a position as 
good as that from which he was taken at the beginning of the 
war. 

But if borrowing as the principal means of financing a war 
is so evidently unjust, it is pertinent to inquire why this policy 
has been so generally adopted and approved. The explanation is 
in part found in a common misconception regarding the relative 
importance of the various sources from which the funds subscribed 
to war loans are derived. Not infrequently it seems to be sup- 
posed that war expenditure involves something like an equivalent 
devotion to war uses of capital and other wealth which was in 
existence before the outbreak of hostilities. On the contrary, the 
greater part of war expenditure is, in fact, derived from current 
incomes, most of which but for the war would have been devoted 
to the satisfaction of individual wants, and so completely con- 
sumed. 

Most of the capital and other property in existence within a 
country at the beginning of a war is not and cannot be converted 
into funds with which to prosecute the conflict. Property can, of 
course, be sold and the funds secured from the sale subscribed 
to war loans; but such transactions are merely transfers, and 
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do not increase the amount of funds within the country available 
for war purposes. Apart from the sale of securities to foreign 
countries and the exportation of gold and other valuables, a 
country cannot convert any large part of its past savings into un- 
invested funds. Modern warfare requires the use of a large part 
of the capital equipment of a country, which must therefore be 
maintained throughout the contest in a high state of efficiency. 
A part of the capital invested in plant which cannot be employed 
for military purposes may indeed be idle, because there is no 
demand for its products. Factories for the production of luxuries 
may be taken as an example, though it may be noted that during 
the present war some use has been found for nearly every variety 
of factory and workshop. Factories for which a use cannot be 
found may not be kept in repair during a war, and, if it lasts long 
enough, may fall into complete decay. The loss will be one of the 
costs of the war, but will in no way contribute anything toward 
necessary military expenditure. Capital in the form of stocks of 
goods may gradually become available as the proceeds of sales 
are invested in government loans rather than in the replenish- 
ment of stock. Similarly, durable goods in the possession of con- 
sumers, such as clothing and furniture, may be made to last an 
abnormally long time, and only absolutely necessary replacements 
may be made. In this way the accumulated possessions of the 
people may contribute to the conduct of a war, not by being used 
directly, but because they enable the people to devote a larger 
portion of income to war purposes than would be possible if at 
the beginning of the war their personal belongings were less 
abundant and durable. 

In these various ways a considerable amount of funds for war 
purposes can be extracted from the capital and other property in 
existence before the outbreak of hostilities. A borrowing policy 
(apart from foreign loans) which should limit borrowing to ante- 
bellum wealth, which might become available for new invest- 
ments, would be entirely consistent with the equities of the situa- 
tion created by war. But by far the lion’s share of the funds 
subscribed to war loans is not derived from this source. It repre- 
sents new saving from current income and the curtailment of 
individual consumption brought about by rising prices. If all 
these savings, and also the income which might have been 
saved, but is in fact expended, were taken by the tax-gatherer, 
it is certain that there would be slight need for domestic borrow- 
ing. Much of the pre-existing capital, as it became available for 
new uses, could be reinvested in these particular branches of 
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industry in which additional facilities seemed to promise satisfactory 
returns. 

General acquiescence in the policy of borrowing for war pur- 
poses is by no means to be attributed solely to misconceptions 
regarding the relative importance of the sources from which funds 
subscribed to war loans are derived. It is also commonly believed 
that by borrowing the burden of war costs is shifted from the 
present to future generations. Such shifting is, in large measure, 
illusory. A burden can indeed be placed on future generations, 
but the generation conducting the war does not escape. A nation 
at the end of the war is poorer by the amount that its capital and 
other wealth is less than it would have been if there had been no 
war. This loss is inevitably greater if the borrowing rather than 
the taxation policy is adopted; because, as we have seen, bor- 
rowing does not reduce unnecessary consumption to the greatest 
possible extent. 

Taking a community as a whole, a war debt is, of course, in 
no sense an asset. This would be evident enough if the owner- 
ship of the debt was distributed among the people in exact pro- 
portion to the additional taxes which they must pay in order to 
meet interest and sinking fund requirements. Owing to the 
manner in which the debt is in fact held, it alters, to the dis- 
advantage of the great majority of the people, the distribution of 
the total annual income of the community. On the return of 
peace those who served in the armies will, generally speaking, 
enjoy a smaller share in the national dividend, because they were 
deprived of the opportunity to earn income from which savings 
might be made for subscriptions to war loans. Large numbers of 
those who remain at home, either because of a decline in their 
incomes or on account of advancing prices, are also unable to 
save their quota of the war debt, and consequently find them- 
selves in a less favourable position than at the beginning of the 
war. A fortunate and perhaps more thrifty minority become 
owners of the government debt and enjoy a rent charge on the 
income of the community which continues until the principal of 
their claim is returned to them. 

To war finance based mainly on borrowing there are, then, 
fundamental objections. During the years immediately following 
the conflict it impairs the ability of a country to keep up its mili- 
tary preparations, to say nothing of its power to undertake 
another war. It is unjust to all those who serve in the armies, 
and also to many who remain at home. It enables a small section 
of the population to enjoy undiminished or enlarged incomes, 
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which are either expended extravagantly or become a claim upon 
the income of the community for an indefinitely long period in 
the future. 

But although in all these ways borrowing as a means of 
financing a great war is most unsatisfactory, it has one advantage 
which cannot be questioned. It works. If a people are heartily 
in favour of a war directly through the funds subscribed to loans 
and indirectly through the forced economy of those with stationary 
or declining incomes occasioned by rising prices, governments can 
secure command of a very large proportion of the labour force in 
a country and the use of much of its capital. Large armies can 
be formed and supported and enormous quantities of military 
supplies can be produced. Even though the burden is unevenly 
distributed, the transfer of labour and capital from the activities 
of peace to those of war is successfully accomplished. 

It boots mothing, therefore, to dilate upon the equity and 
remote advantages of taxation over borrowing unless it can be 
shown that by some other method the productive forces of a 
country can be as speedily transferred and as effectively exerted 
in the production of the large and varied supplies of material 
required in the conduct of a modern war. Equity would indeed 
sanction taxing away all income received during a war in excess 
of that which each citizen had received during the year preceding 
the conflict, and also so much of ordinary income as was not 
needed for absolutely necessary consumption. Taxation on this 
onerous scale would virtually eliminate the ordinary economic 
motives for effort and sacrifice. What would be the effect on 
production? There is no experience whatever on which to base 
a judgment. I venture to think, however, that no serious diffi- 
culties would be encountered when millions of men were fighting 
in the trenches during a great war in which a people believed that 
its vital interests were at stake. Moreover, thanks to the curtail- 
ment of individual consumption enforced by taxation, the indus- 
trial forces of a country could be far more speedily and effectively 
utilised for war purposes than is possible under the borrowing 
policy of war finance. 

All the various considerations of which account must be taken 
in framing a permanent taxation policy have no bearing when it 
is a question of taxation for a limited period and for a specific 
purpose. Accepted canons of taxation and most economic prin- 
ciples have no application amid the conditions which develop 
during a great modern war. It is not necessary, for example, to 
take account of the effect of onerous taxation on saving and on 
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the investment of capital. It is the avowed purpose of the State 
to secure through taxation all that can be saved. Onerous income 
taxes will not weaken the motive for maintaining the capital 
which was in existence before the war, because it will become 
the basis for the accustomed return to its owners upon the restora- 
tion of peace. In any event, whether the State borrows or taxes, 
there will be léss capital at the end of the war than at the 
beginning. But, as we have seen, a greater part of the capital 
of the country is likely to be absorbed under the borrowing policy, 
because it does not reduce individual consumption to the greatest 
possible extent. 

It would seem at first sight that if no income could be saved 
for investment during a war, serious difficulty might be encoun- 
tered in securing the necessary additions to plants required for 
the production of munitions and other military supplies. Ex- 
perience during the present war, however, proves quite con- 
clusively that those requirements are too great and immediate 
to wait upon the slow processes of the adjustment of facilities of 
supply to demand working through prices and business profits. 
The warring governments have been obliged to undertake the 
erection or direct control of plants and the organisation of produc- 
tion, not only of munitions, but also of other indispensable articles. 
Much has, of course, been done by private enterprise, but com- 
monly under conditions which guaranteed against loss. Both 
these methods would be equally feasible even though there were 
no new savings available for investment. Within moderate limits 
the cost of converting plant to war uses could be charged as at 
present to operating costs, and not to capital account. Much 
capital also would become available for investment through the 
liquidation of current assets in branches of industry unfavourably 
affected by the war. It would also be quite possible—and, indeed, 
this has happened during the present war—for governments to 
make advances of funds to private concerns for capital expenditure. 

During a great war it would also seem that the chance of 
making large profits is not needed to secure persistent effort and 
readiness to assume business risks. Patriotic motives in the busi- 
ness and financial world even now in some degree take the place 
of ordinary economic motives, even though no strong appeal has 
been made to them. But it is also to be noted that business risks 
are far less than in times of peace, even under conditions as they 
develop when a war is financed by borrowing; and these risks 
would be still further reduced if the taxation policy were adopted. 
In any event, the warring State takes a leading réle in deter- 
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mining the direction of production. A large part of the total 
output of industry is in response to government orders. Those 
who supply the wayward demands of the few whose incomes have 
been increased by war do indeed incur serious risks. But if all 
incomes were heavily taxed there would be little or no demand of 
this character. Marketing risks would be reduced to a minimum, 
since virtually all the labour and capital of a country would be 
employed in producing articles of necessary consumption and 
military supplies. 

It may also be observed that the evident justice of a policy 
under which no one would reap an economic benefit from a war, 
even though it might cause some relaxation of effort on the part 
of a few, would certainly stimulate the vast majority of people to 
greater efforts. In England, for example, during the present war, 
the large gains and extravagances of a few caused at one time a 
serious discontent in labour circles—a grievance which was in some 
degree finally removed by means of the excess profits tax. 

The abrupt curtailment of individual consumption, which 
would come with the adoption of this taxation policy, would 
occasion no serious disturbance in the labour markets. In all the 
warring countries it has been found necessary to utilise the labour 
of women to an unprecedented extent. The enormous number of 
men absorbed in the armies, together with the large government 
demand for goods, has much more than offset the reduction in 
the demand for labour in various peaceful pursuits. 

More serious difficulties might be encountered by those having 
capital invested in the luxury trades. But, thanks to the great 
variety of modern military requirements, a use can be found for 
much plant of this kind. It is reported, for example, that during 
the present war even candy kitchens and photographic studios 
have been utilised. Supplies of articles of luxury on hand can 
largely be disposed of in neutral markets. Moreover, the con- 
sumption of luxuries in a warring country would not be entirely 
discontinued if, as they properly should be, rates of taxation were 
so limited as not to occasion a serious change in the standard of 
life of any class in the community. During a great war it would 
be entirely equitable to tax far beyond the limit set by the 
standard of life, but practical considerations forbid. Taxation which 
would make necessary revolutionary changes might well occasion 
a greater loss in efficiency than would be offset by the gain in 
revenue. To take as much as 50 per cent. on incomes of, say, 
£600 would be equitable, but it would involve changes in the 
manner of living which could only be made with the very greatest 
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difficulty. On the other hand, to tax 50 per cent. of incomes of 
£8,000 or 90 per cent. of incomes of £200,000 or more would still 
leave enough to permit in all essentials the maintenance of the 
standard of life to which the recipients of such incomes are 
accustomed. 

It is, of course, impossible to determine in advance of experi- 
ence just how far it would be possible to go in financing a war 
by taxes on income. Tentatively, and mainly for illustrative pur- 
poses, the following scheme of taxation may be suggested: All, 
or at least 95 per cent. of all, incomes in excess of the average 
annual income received during the two years preceding a war 
should go to the State. This proposal simply involves an exten- 
sion of the excess profits tax which has been adopted very 
generally during the present war. In addition, ordinary income 
should be taxed “to the bone,” but not beyond the point which 
would still leave every class of taxpayers sufficient income to 
maintain the essentials of its customary standard of life. Let 
us assume as a starting-point a special war tax of 5 per cent. on 
incomes of £300, or perhaps £240, and of 10 per cent. on 
incomes of £400, incomes between these limits being taxed at 
the higher rate. By successive stages the rates would be increased 
until 50 per cent. of incomes of £8,000, and, let us say, all 
incomes in excess of £20,000 were taken by the State during 
the period of the war. These taxes would, after all, represent 
nothing more than patriotic citizens might be expected and 
urged to save and to invest in government loans under the bor- 
rowing policy of war finance. The imposition of these taxes 
would, of course, require a reorganisation of all war charity, but 
the alleviation of much of the distress occasioned by war which 
is now left to private benevolence is properly a government 
function, and could be far more effectively handled through its 
agency. In addition to taxes on income, special taxes on a few 
articles entering into general consumption should be imposed. A 
tax on sugar of 23d. a pound, with correspondingly heavy 
taxes on tobacco and beverages, alcoholic and non-alcoholic, 
would presumably be sufficient for the purpose of reaching those 
whose incomes are too small to warrant resort to direct taxation. 
A high tax of, say, a shilling a gallon on gasolene and on other 
commodities of which enormous quantities are required for military 
use would also be advisable. 

A war finance policy based on income taxes could not be 
improvised with much hope of success after the beginning of a 
war. A country must have established and in operation highly 


























1917] THE CONSCRIPTION OF INCOME 13 


developed income-tax machinery in time of peace, so that it may 
have at its disposal full information regarding the income of its 
citizens. It would also seem essential that the policy should 
have been carefully considered, and that the people should have 
definitely decided in favour of its adoption as an integral part of 
its military programme. It would indeed be highly advantageous 
to enact legislation before the outbreak of hostilities authorising 
the imposition of war rates of income taxation by executive pro- 
clamation. It might also prove advisable to provide that the 
tax rates to be imposed at the outset should be at half the rate 
which would become effective at the end of a period of six months 
of war. By that time the initial disturbances occasioned by the 
outbreak of war would have passed, and it would be possible to 
judge with some certainty whether the country was engaged in 
a long and arduous contest. 

This paper is primarily concerned with the underlying prin- 
ciples which should determine financial policy in times of war. 
But a few matters of less fundamental importance may be given 
passing consideration. As regards the proposed income taxes, a 
single annual collection would be unsatisfactory on fiscal grounds. 
The enormous payments to be made might seriously dislocate the 
banking machinery of a country. Monthly or quarterly payments 
would in large measure meet those difficulties. Payment of the 
taxes at frequent intervals would also reduce to a minimum loss 
of revenue from irresponsible individuals who otherwise might 
spend in extravagant consumption the funds which should have 
been set aside to meet the tax on their incomes. It would also 
be desirable to provide that tax payments might be made in short- 
time interest-bearing obligations of the government. Purchases 
of those obligations by those subject to income tax would provide 
a government with a reasonably steady supply of funds, probably 
quite as effectively as under the present financial policy based on 
borrowing. 

War finance based on taxation has many advantages over either 
the paper money or the borrowing policy. One of these advan- 
tages, even though it is not the most important, may properly 
be given special consideration, because it would contribute much 
to the feasibility of the taxation policy. Both paper money and 
borrowing are certain to bring about a general advance in the level 
of prices. It will, I think, be readily granted that a belligerent 
country which financed itself entirely (apart from foreign loans) 
by means of income taxes, supplemented by taxes on a few com- 
modities, would experience little or no advance in the general level 
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of prices. ‘There would be no influence at work tending toward 
an increase in the total volume of its purchasing media. Surely 
not many would seek loans from banks for the purpose of main- 
taining accustomed expenditure; and banks certainly would not 
give favourable consideration to such loans. Prices in neutral 
countries would of course advance if they were resorted to for 
supplies on the Scale witnessed during the present war ; but it is 
one of the advantages of the taxation policy over borrowing that 
it would greatly reduce the volume of goods imported to a warring 
country. Imports of luxuries would inevitably fall off. More- 
over, owing to the smaller demand for luxuries produced at home, 
more labour would be set free for the production of necessaries 
and of military supplies, thus in turn reducing importations of 
such commodities. 

The adoption of the taxation policy would not, of course, 
eliminate all changes in income during a war. It would, how- 
ever, diminish the number of such changes, and also confine them 
within narrower limits than is possible under the conditions of 
rapidly rising prices which are found whenever a war is financed 
by means of paper money or borrowing. Comparatively stable 
prices would facilitate the execution of the income-tax policy in 
two ways. In the first place, the amount of excess profits, as well 
as the number in receipt of such profits, would be far less con- 
siderable than has been the case in past wars. And, second, the 
special war tax on ordinary income would occasion less disturb- 
ance, since the necessary curtailment of expenditure would be 
more exactly estimated by the people generally if something like 
the accustomed level of prices were maintained. To those in 
receipt of stationary incomes of moderate size, it may be added, 
the proposed war taxes would be less burdensome than the de- 
privation resulting from the rise of prices under the borrowing 
policy in the countries now at war. 

Even those to whom the proposal to finance war from current 
taxation seems entirely fair and to have many advantages, it may 
appear somewhat utopian. It may be so; but I may say that all 
those to whom I have outlined the matter have, without exception, 
agreed that conscription of income is a just complement of com- 
pulsory service. The requirements of modern warfare in more 
than one direction are beyond comparison greater than those in 
former wars. If no league of nations for the enforcement of peace 
can be established, the policy of compulsory service would seem 
to be essential for national safety. The acceptance of this measure 
by the mass of the people will, I believe, be hastened if it is accom- 
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panied by proposals for adequately and justly financing the costs 
of war. 

To finance a war to the greatest possible extent currently from 
taxation is just. It would place all citizens upon an equal footing 
in so far as war conditions will permit. It would leave a country 
in far better position to make preparation for and to conduct future 
wars if they unhappily should come. The return to peaceful activi- 
ties would be enormously simplified. Taxation would then be some- 
what more burdensome than before the war, but the increase 
would be insignificant in comparison with that which must be 
borne if the borrowing policy is adopted. Moreover, the proceeds 
of the additional taxes would be used chiefly to relieve the families 
of those who were killed or the soldiers who were incapacitated 
during the war. The danger that class antagonism may develop 
even to the point of revolutionary outbreaks would be eliminated. 
Finally, the taxation policy would leave a country in a vastly 
better position for further industrial development, to compete in 
the markets of the world, and, above all, to take up its social and 
other civilising activities more nearly where they were interrupted 
at the outbreak of hostilities. O. M. W. SpracuE 


Harvard University. 








THE ECONOMICS OF THE WAR LOAN! 


WHEN the Government is at war it requires for use in that war 
a very large part of the productive power of the country that 
was formerly employed in the private interest of individuals. To 
some extent it may borrow things from abroad, sell British 
holdings of securities abroad, and make use of other such devices. 
But this, though absolutely very important, is relatively unim- 
portant. The main part of what the Government wants, at all 
events in such a war as this, must be obtained at home. One 
way of obtaining it would, of course, be to commandeer the ser- 
vices of a large proportion of the population, allocate a certain 
number of them to the army, a certain number to direct war work, 
and a certain number to providing (either directly or through 
exchange with foreigners) essential articles of food, dwelling, 
clothing, and firing at once for the army, the munition-makers, 
and themselves. But from a practical point of view this method 
of commandeering and compulsion has disadvantages. To compel 
people to do things involves a great deal of organisation, and it 
is very difficult to make sure that one is compelling the people 
best suited to different things to do those things. Therefore, a 
Government naturally likes to do very little compelling and to 
make its arrangements, so far as possible, in other ways. It is 
easier to persuade people by offering a reward and making an 
appeal to patriotism. In England for a long time the Govern- 
ment followed this plan for nearly all the things it wanted. But 
eventually it changed to the method of compulsion for the army 
while keeping the method of persuasion for everything else. The 
people who make munitions and army clothes and army rations 
are still persuaded by the offer of a reward. And the people in 
the army, though they are compelled, are also offered something— 
they and their families—in addition to the rations and clothes 
which the Government buys and gives to them. 


1 This article is reproduced from a public lecture given on February 1. 
This explains its form and the length at which some elementary matters are 
discussed. 
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Now the something that is offered as a reward for the services 
of munition-makers, army clothiers, and—alongside of compulsion 
—soldiers might, of course, be an actual package of goods and 
services of a kind that those people like to have—food, clothes, 
cinema shows, railway journeys, books, or anything else. But 
to make the offer in this form would be very awkward and might 
be rather ineffective, because different people like different things, 
and it is impossible for any Government to discover exactly what 
the particular tastes of its various citizens are. Therefore there 
will be hopeless confusion if, in its attempt to persuade them 
to do work for it, it offers them directly things and services chosen 
for them. What it does and must do is to offer them general pur- 
chasing power which they can employ in buying those particular 
things and services which they happen individually to prefer. 

That is, of course, what happens in practice. But the fact 
that it happens so is a secondary and not a fundamental fact. 
The fundamental fact is that the Government persuades by offering 
people things and services as a reward for doing work for it. It 
might have offered these things immediately. In fact, it offers 
them mediately through a transfer of general purchasing power. 
But whether its payments are made in goods and services or in 
money which commands goods and services, the fact that it makes 
payment at all carries an essential implication. It is that the 
Government shall first have these things. In order to have them 
it must in one way or another get them from its citizens. Before 
it can transfer command over goods and services to soldiers, 
munition-makers, and army clothiers, it must somehow first have 
transferred this command to itself. The root problem of war 
finance is to settle exactly how it shall do this. 

In a state of barter it could only do it in one of two ways. 
Either it would have to take from its citizens the things it wants 
in taxes in kind, or it would have to borrow them in loans in 
kind. In a modern community, where a money economy rules, 
it does neither of these things, but it does substantially equivalent 
things. To the method of taking things by taxes in kind there 
corresponds the method of taking command over things by taxes 
in money. To the method of borrowing things by loans in kind 
there corresponds the method of borrowing command over things 
by loans in money. But under a money economy there is also a 
third way to which there is nothing analogous under a barter 
economy—the method of creating money in the form of bank- 
notes or bankers’ loans, and so really taking command over things 
from its citizens without many of them being aware of the fact. 

No. 105.—voL. xxv. c 
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Let us consider exactly how these three ways work. I shall 
first give what is called a plain, straightforward account—which 
means, as is usual with things so described, an account which is 
not exactly true—and I shall afterwards point out how this 
account fails to be exactly true. First, suppose that the levy 
required is made by taxes. As a matter of practice, the amount 
wanted being so enormous, far and away the greater part of it 
has to be collected from the better-to-do classes of the people. 
The margin that other classes have got above the line of neces- 
saries is so small and the technique of collecting money from them 
is so complicated and costly that it is not feasible to take from 
them more than a small proportion of the whole. So, if the 
method of taxation is adopted, most of the money will come 
from the better-to-do. It will be taken from them straight away, 
and since people cannot in such a war as this send their 
capital abroad, the taking of it will not, if it is done through 
income-tax, have any significant effect in destroying the source 
from which it comes. The well-to-do people who pay the taxes 
give up consumption and investment equivalent in value to what 
the Government takes, and that is substantially the whole of 
what happens. 

Secondly, suppose that the levy required is made by loans. 
As before, and for the same reason, far and away the larger part 
of it must come from the better-to-do people. The direct and 
immediate effect of the loan method is, therefore, much the same 
as that of the tax method. It would be possible so to arrange 
things that the later effects should also be the same; because it 
would be possible to build up a tax system after the war in such a 
way that everybody would have to pay in taxes exactly the sum 
that he was going to get back in interest on his loan. But, 
of course, in practice this is never done. Taxation in peace- 
time, tending as it does to raise a less aggregate sum, is always 
spread over the people much more generally than are the special 
levies needed for war. The better-to-do people who lend now to 
the Government will, of course, have to provide afterwards in 
taxes a part of the interest that is paid to them. But it is prac- 
tically very unlikely that they will have to provide the whole. 
There is very little doubt that a substantial proportion of the 
interest that is now being promised to them will be paid to them, 
not out of taxes levied from themselves, but out of taxes levied 
from poorer persons who have not subscribed to War Loan. Nor is 
this all. It is also probable that lenders to the Government will 
be paid a very much higher real rate of interest than it appears 
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on the face of things that they are being paid. For in war-time 
prices are high. Therefore a sovereign lent now means a com- 
paratively small sacrifice of real things, because a sovereign will 
only buy a little. But after peace has returned prices are likely 
to be a good deal lower. Therefore a sovereign paid back in 
interest then will give command over more things. If, in order 
to provide a hundred shillings now, I give up in effect the power 
to buy 100 loaves, and am promised five shillings a year interest, 
when that five shillings a year comes to be paid in later years it 
will probably give command over a good deal more than five loaves. 
So—and this is the point—a money rate of interest of 5 per cent. 
contracted for now almost certainly means a real rate in terms 
of actual things of considerably more than 5 per cent. In other 
words, when the Government raises money for war by borrowing, 
the people who lend to it—except, of course, those who lend out of 
the proceeds of a sale of securities—make a very much better 
bargain at the expense of the general body of taxpayers in the 
future than they appear to be making when account is taken 
merely of the nominal money rate of interest that is offered. 
But this distributive difference, so to say, between the tax 
method and the borrowing method is not the only difference. 
There is also an important difference on the side of production. 
Heavy taxes levied in the course of a war for a special emergency, 
just because they are essentially emergency taxes that are not 
expected to continue for any length of time, have little or no effect 
in checking industry or lessening the inducement that people 
have to save capital. If, therefore, the money needed for the 
war was levied by taxes, the motives that induce people to work 
and save afterwards would not be weakened. But in so far as the 
money needed is raised by loans that involve taxes afterwards to 
pay the interest, these taxes, being continuous and regular and 
absorbing a substantial part of the proceeds of activity, will 
weaken the motives to work and saving. The loan method, there- 
fore, as compared with the tax method, is likely in the end not 
only to hit the poorer classes more severely, but also to impose a 
heavier handicap upon the future productivity of the country. 
Turn now to the third method—what I shall call roughly the 
method of currency inflation. Under this method the Government, 
or the banks on behalf of the Government, create money, whether 
in the form of notes or in the form of credit balances, which the 
Government proceeds to spend in making its purchases. Let us 
suppose that the created money put into circulation in this way 
amounts to, say, one-ninth of the previously existing circulation. 
c 2 
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The effect is, roughly speaking, to-raise general prices about one- 
tenth. Every pound in the hands of a private individual gives 
him command over only nine-tenths as much stuff as it gave him 
command over before. The general public, therefore, though it 
has as much money as before, has only nine-tenths as much 
money’s worth. The Government has scooped up for its own use 
by this device of inflation one-tenth of the country’s real income 
of things and services. It has in effect levied a tax of 10 per cent. 
upon everybody in proportion to their expenditure. The method 
of inflation is, in fact, a concealed method of taxation. What its 
after-effects will be depends on what is done about deflating the 
currency later on; but at the moment the method is equivalent 
to a universal tax proportional to expenditure—a form of tax, of 
course, which hits the very poor with a degree of severity much 
greater than any Government in a democratic country would 
either care or dare to sanction in a tax that was not concealed. 
Among these three ways of raising the resources they need the 
English Government have had to make their choice. They have 
endeavoured to avoid, so far as they could, the method of inflation ; 
they have adopted the method of taxation to a considerable extent 
—to a far greater extent than any other belligerent country; and 
they have adopted the method of borrowing to an immense extent. 
It is open to any of us to form our own judgment as to how far 
the parts assigned to taxes and loans in our war finance has been 
right. In my opinion, the Government has committed a very 
serious mistake in taxing so little and borrowing so much. When 
young men are compelled to give their lives, I see no reason why 
old men should not be compelled to give—and not merely asked 
to lend—their money; and I do not believe that, had the Govern- 
ment dared to make that claim, it would have been widely resented 
or opposed. It would have been necessary, of course, to distribute 
the taxes fairly; heads of families with a number of young 
children should not be required to pay as much as bachelors enjoy- 
ing equal incomes. But there is nothing to prevent arrangements 
of that sort being made, and, thereafter, the level of taxation in 
general from being very greatly raised. I believe that that ought 
to be done, and that it has been and still is a patriotic duty to 
press the Government to impose more and always more taxation. 
But my purpose is not to discuss that matter. Whatever our 
individual opinion as to the method of raising money which ought 
to have been adopted, we are confronted with the method that 
has been adopted. Furthermore, even if the policy of taxation 
were carried very much further than there is the least prospect 
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that it will be, the resources needed in this war are so enormous 
that a large mass of borrowing would still be necessary. That 
is the source of the present War Loan. Of one side of this Loan, 
of course, there is nothing that need be said. It is a funding loan 
—to exchange one sort of claim which people who have already 
lent to the Government hold against it into another sort of claim— 
to convert 44 per cent. War Loan Stock, 5 per cent. and 6 per 
cent. Exchequer Bonds and Treasury Bills into a new consolidated 
War Loan Stock. That is not the interesting side of the War 
Loan. The interesting side of it is that it is a great effort on the 
part of the State to borrow new money, and through this new 
money to get hold of a great mass of real resources with the object 
of using them for the support of the armies in the field. What is 
it in the power of individual citizens to do to make this side of the 
War Loan a success? 

At first sight it might seem that that problem is very simple : 
that the one obvious thing for everyone to de is to get hold by 
hook or by crook of all the money that he can and to put it into the 
War Loan, and that there is nothing beyond this that it is possible 
to do. The position is not really so simple as that. On the one 
hand, when a person subscribes a given amount of money, the 
effect of his subscription does not depend solely upon how large 
this subscription is. On the other hand, it is possible for a person 
who does not subscribe a penny to the Loan, nevertheless, in some 
degree to help it to fulfil its purpose. If we keep steadily in mind 
the fact that this purpose is to provide the Government, not with 
money, but with real things, these two points will become clear. 

The one obviously effective way of getting money to subscribe 
to the War Loan is by economising and saving it. Money that is 
got by refraining from spending, whether on consumption or on 
building factories or whatever it may be, constitutes a real and 
full contribution. It in effect releases that part of the nation’s 
productive power over which we could exercise command, and 
transfers to the Government the means of exercising command 
over it. It is, indeed, sometimes objected that, if a person spends 
£100 on an extravagance, this £100 will eventually work round to 
somebody who is economical and will put it into War Loan; so 
that no real damage is done. But this, of course, is a fallacy. If 
I spend £100 in building a boathouse, the builder may invest some 
of that £100; but he could have done so equally well if my money 
had been handed over to the Government and it had employed him 
in building an army hut. The net difference between the two 
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processes is that in the first his services are used for my benefit, 
in the second they are used for the benefit of the Government. 
There is a second way—much debated at the present time—of 
getting money for subscriptions, namely, borrowing from bankers. 
In order to understand the effect of this it is necessary to go back 
a little. The “plain, straightforward account” of the three ways 
of providing resources for the Government that was given a little 
while back is not, as was there observed, a completely accurate 
account. Its inaccuracy consisted in this: it tacitly assumed 
that the tax method must involve a simple taking of command 
over resources from individuals by the State and nothing else, and 
that the borrowing method must involve a simple borrowing of 
command over resources from individuals and nothing else. This 
is only correct upon the assumption that the taxpayers or the 
lenders to Government act in a particular way—namely, if they 
themselves refrain from spending to the full amount of what they 
give or lend to the Government. At first sight it might seem, 
perhaps, that they must do this. But this is not so. It is possible 
for them, if they happen to have securities which they can deposit, 
to meet their taxes or loan payments by borrowing from bankers, 
and so not contracting their expenditure to the full extent of their 
taxes or loan payments. Under present conditions, when currency 
notes circulate and everybody knows that it is an unpatriotic act 
to demand their encashment in gold, it is safe for banks, if they 
choose, to expand their liabilities relatively to the national gold 
reserve much further than they would venture to do in normal 
times. A person in good circumstances, therefore, who wishes to 
pay taxes or provide subscriptions to War Loan by this process 
is not likely to find it a very difficult thing to do. But, if he does 
it beyond a certain point, the effect of his tax payment or loan 
subscription—we will suppose that it is a loan subscription, 
since that is the thing we are interested in—is not the perfectly 
simple affair that has been so far implied. The method that the 
subscriber has chosen to adopt has introduced an element of 
currency inflation into the transaction alongside of the element of 
real lending. If he had refrained from spending on his own 
account the equivalent of the money that he hands over to the 
Government, the total money spent by him and the Government 
together would be unchanged. Therefore, so far as he is con- 
cerned, prices would not be forced up, and every pound that the 
Government and everybody else possesses would give the same real 
command over things and services that it gave before. But if he 
hands over £100 to the Government which he gets by borrowing from 
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bankers and does not himself spend any less than he spent before, 
the total money spent by him and the Government together is 
increased by £100. Prices, therefore, are forced up, the value of 
every pound is diminished, and the real stuff which the Govern- 
ment buys with the £100 borrowed from him is taken, not from 
him, but from the general body of the public by what is, in effect, 
a concealed tax proportional to their respective expenditure. In 
short, when a person saves and lends to the Government, he him- 
self makes voluntarily the economies whose fruits the Government 
receives ; when he borrows from a banker and lends to the Govern- 
ment, he indirectly compels other people, in proportion to their 
expenditure, to make these economies. What he really does is to 
turn himself into a sort of tax collector, gathering for the Govern- 
ment from other people—and since the virtual tax is proportional 
to expenditure, in greater measure from very poor people—re- 
sources which persons who admire his generosity gratefully believe 
that he is contributing himself. Except in so far as he himself 
economises, he is not contributing to the State’s need; he is 
merely taking part in a piece of financial juggling by which other 
people are compelled to contribute without realising the fact that 
they are doing so. 

But a qualification is necessary. These last sentences may have 
seemed to be directed in a sweeping general way against all resort 
to borrowing for the purpose of making investments in War Loan. 
But there was a guarding phrase, “beyond a certain point.” The 
new money subscribed to the War Loan will not, of course, all 
be spent the moment it comes in. If the loan is a real success 
it may, and it is to be hoped it will, last for a considerable number 
of months beyond May 30th next, when the last instalment has 
to be paid. If a person only borrows from his bank to such an 
extent that he will be able to pay off that borrowing before the 
proceeds of the War Loan have been spent by the Government, 
he is not contributing to inflate the currency. He is making real 
savings and withdrawing a potential drain on the real store of 
the nation’s productive power in a way that keeps pace with the 
drain that the Government is making on that store by means of 
the money got from him. To that extent, therefore, loans made 
out of borrowings are a genuine contribution and not a financial 
trick. For how long ahead a person can anticipate his savings in 
this way without contributing to inflation there is no way of cal- 
culating with any exactness, because nobody can tell how big the 
Loan is going to be or how long the spending of it is going to take. 
If a rough practical rule were wanted, perhaps we shall not go 
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very far wrong if we anticipate and contribute to the loan the 
savings that we hope to make during the course of the current 
year. 
There is yet a third way of getting money for War Loan sub- 
scriptions, namely, selling securities to other Englishmen. If a 
man who does this makes no economies in his own expenditure, it 
is obvious that whatever real stuff the Government gets out of his 
action it does not get from him. Whether it gets any real stuff at 
all depends on circumstances. If I sell my securities now, very 
probably it does not. It is possible, of course, that my sale may 
tempt somebody who was going to spend money on some extrava- 
gant form of consumption to refrain from that in order to buy 
my security. If that happens, I have tempted him to make a real 
saving, and he has handed actual command over stuff through me 
to the Government. But it is much more likely that the person 
who buys my security was looking out for an investment, and, if 
it had not been there, would himself have taken up a corresponding 
amount of War Loan; so that the only effect of my action is that 
I hold the War Loan and he holds my security instead of the other 
way about. The aggregate contribution to War Loan is not 
affected at all. But what will happen if, instead of selling my 
security now, I wait till after February 16th, when the War 
Loan closes, and then sell it in time to pay my instalments? In 
that event it is plain that my money subscription does not merely 
take the place of an equal money subscription that would other- 
wise have been made by somebody else; because the subscription 
list was closed before my sale took place. It is also plain that, if 
I do not economise myself, any real contribution of stuff that 
the Government gets does not come from me. From whom does 
itcome? Any one of three things may happen. First, the person 
who buys my security may be tempted by the offer of it to make 
an economy up to the value of the security in order to buy it that 
he wouldn’t have made otherwise. Then the stuff, as before, 
comes from him. Secondly, he may borrow from his bank to 
the full value of the security in order to buy it. Then there is 
inflation, and the stuff is taken as a forced loan from people in 
general in proportion to their expenditure. Thirdly, he may cover 
part of the cost of the security by economies and part by borrow- 
ing. Then there is a mixture of the two preceding effects. I 
partly tempt my buyer to make a voluntary economy; I partly 
compel people in general to make a forced one. But so long as I 
do not make economies myself, I do not myself contribute any of 
the real stuff that the Government wants. 














1917] THE ECONOMICS OF THE WAR LOAN 25 


Only one further point remains. It was observed a little while 
back that it is possible for a person who does not subscribe a 
penny to the Loan nevertheless to help it to fulfil its purpose. 
That perhaps needs explaining. And the way to explain it is to 
repeat—and the point cannot be repeated too often—that what 
the Government is really after is not money but stuff—real services 
and things. The community has a certain power to produce these 
things, but that power is strictly limited. Consequently, anybody 
who purchases services or things for his own use so far depletes 
the real fund on which the Government has to draw. Therefore, 
any act of individual economy, whether the person who makes the 
economy subscribes to the War Loan or not, renders this real 
fund bigger than it would otherwise have been. If we like to put 
it so, it makes every pound that other people subscribe worth a 
little more than it would have been worth otherwise, and so renders 
a real, if an unrecognised service. Now, of course, it would be 
wrong to infer from this that, so long as we economise—and 
naturally one includes in that economising in purchases of 
machines for business as well as in purchases of consumable goods 
—there is no advantage in putting the fruit of our economies into 
the Loan over what there is in putting them into the bank. 
To put it into the Loan is the obvious, direct, and convenient 
way of giving to the Government the command over those re- 
sources upon which we have refrained from exercising our claim. 
To do this is an important duty. But, important as it is, it is 
not the most important duty. The most important duty is to 
economise—to refrain from exerting a drain for our own ends 
on the real resources of the community. If those resources are 
not absorbed by us, there is more than one form of financial 
machinery by which they can be got into the hands of the 
Government. But, if they are absorbed by us, no financial device 
whatever can possibly secure them for the State. The human 
and mechanical force of the community is limited. Out of that 
limited force the utmost possible amount is needed for national 
ends. Whatever we use for ourselves, the military and naval 
forces of the Crown and the rest of the civilian population must 
go without. That is the ultimate fact. It is also the touchstone of 
our private duty. A. C. Picou 








THE TAXATION OF EXCESS PROFITS ABROAD. 


THE special taxation of extra profits made during, or on account 
of, the war, after being under free discussion in several countries 
in the first year of hostilities, began by the end of 1915 to assume 
definite shape in legislation, and during 1916 has spread rapidly 
and become a widely accomplished fact. It is not the purpose of 
this article to give a detailed and connected account of all the 
systems in vogue. Many of them are very complicated, and in 
points of detail are constantly changing, while an exact com- 
parison is not easy where a great deal is left to administrative 
regulations concerning which precise information is often not 
obtainable.! But the main lines in most cases are now clear and 
well established, and the text of the law is usually available, so 
that it is possible to pass the schemes in review in order to see what 
general economic principles emerge, and to ascertain the funda- 
mental conceptions which are behind this novel form of taxation. 

Origin and Character of the Tax.—It is of interest, in the first 
place, to glance at some of the circumstances which in particular 
instances first turned public attention to the matter. As early as 
March, 1915, it was reported from Copenhagen that a new tax 
would be levied in Denmark, in Sweden, and probably in Norway, 
intended to strike at the enormous profits made by exporters. It 
was popularly known as the German stew-tax (Gulasch), as the 
profit to which it referred had mainly been obtained by the export 
of provisions to Germany. Attention was also attracted to the 
unprecedented profits of shippers at a time when in this country 
there was only an inconspicuous recovery from the earlier depres- 
sion in the shipping industry. In the same month active attention 
was being paid by the German Reichstag to special taxation of 
manufacturers of war materials, and leather firms in particular 
were in the public eye. In May, the free city of Bremen had taken 

1 The sources of information will not generally be quoted here, but the 
actual text of the law is in some instances available in Le Bulletin de Statistique, 


and useful summaries may be found in the Board of Trade Journal, Economist, 
Statist, &c., from time to time. 














EO 





wAietassbia Sas! 








MARCH, 1917] THE TAXATION OF EXCESS PROFITS ABROAD 27 


the lead, and, as a scheme was also under consideration in Hesse, 
controversy took place in the Press as to whether it was not really 
proper for the Empire rather than the States to take the matter 
in hand. The Saxon Diet discussed the question in July, but 
postponed action on this ground. When the Imperial tax was 
introduced, Dr. Helfferich stated that federal questions greatly 
complicated the issue, but had to be fully considered in the 
scheme. It was in May and June, 1915, that the matter came 
to a head in our own country, when an announcement by the 
Government was made that a special tax on war profits would be 
introduced, and when, as a part of the scheme for the control 
of munition firms, a limitation of profits, if not precisely a “tax,” 
was arranged. 

Everywhere in its earliest stages the tax was suggested as a 
tax on extra profits made in consequence of the war. The Bremen 
scheme provided that the excess profit was to be regarded as “war 
profit,” unless preof was given to the contrary. In Denmark it 
was enacted that if the profits were not due to the war the tax 
was not payable, and in Sweden the tax was on incomes from 
industry accruing as a result of “the conditions brought about by 
the war” (Kriegskonjunkturskatt), with special rights of appeal 
when the taxpayer thought the excess was not due to the situation 
created by the war. The general conception, however, soon 
widened. The Dresden Chamber of Commerce was of opinion 
that it would be difficult, if not impossible, to carry out a proposal 
for a tax so limited in scope. In the memorandum to the Bill for 
the German tax (Kriegsgewinnsteuer) it is stated that the demand 
for special taxation of “war profits’? became general soon after 
the outbreak of war, but such a tax in the strict meaning of the 
words fell to the ground owing to the impossibility of stating 
exactly what “war profits” were, for increased profits were secured 
not only by contractors, but also by many who had been able to 
take advantage of the special conditions brought about by war. 
It was not thought possible to examine every case to find how 
far excess profits might have been equally secured in conditions 
of peace. The memorandum went on to declare that on grounds 
of justice as well as financial productivity it was necessary to have 
a comprehensive tax. Dr. Helfferich declared that to regard it 
as a kind of penal tax on excessive profits from war contracts 
would be to start off in a wrong direction; the tax was not a 
punishment to be regarded as a rod of correction (Zuchtrute). But 
this principle went much further than a mere extension from war 
profits to excess profits, and led him to the scheme for taxing all 
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increment in capital wealth also. The Spanish Minister, in intro- 
ducing his scheme, suggested that where concerns were making 
abnormal profits at the cost and injury of others, 1t was merely 
distributive justice that they should be burdened, but his proposals 
were not actually so limited in terms. The early proposals in 
France were confined to “war profits,” but developed on the usual 
lines immediately the scheme reached the legislative stage. In 
general it may be said in the case of countries which have adopted 
the tax more recently that, although obvious cases of “ profiteer- 
ing” have had some influence, the Governments, pressed to find 
revenue and seeing this method in force elsewhere, have adopted 
the tax by imitation for fiscal reasons only, and have given it the 
widest scope. Two of the most recent instances, however, belong 
to the earliest type. The tax in Holland is upon increases obtained 
directly or indirectly in consequence of war conditions so far as 
the contrary cannot be made clear, and there seems to be a general 
idea that “natural increases” will be outside its scope. In the 
United States a “munition manufacturers’ tax” has been im- 
posed at a rate of 12} per cent. on net profits, so that, except for 
the accident that such profits before the war were negligible, it 
is strictly rather a specialised income tax than an excess profits 
tax. It may be said, therefore, that taxation limited to “war 
profits” is the exception rather than the rule. 

Period of Imposition.—The order in which the question first 
came under active consideration in the respective countries corre- 
sponds but roughly with the order in which their schemes passed 
into law: Denmark and Sweden in May, Italy in November, 
Germany (preparatory law) in December, of 1915; Austria in 
April, Russia and Canada in May, Holland, France and Spain in 
June and July, New Zealand in August, Switzerland and the 
United States in September, of 1916. The Australian proposals 
are still under discussion at the date of writing. 

Again, the date of imposition has no bearing upon the date 
from which the tax applies. In Italy, France, and Holland it 
goes back to August Ist, 1914, in Austria to September Ist, 1914. 
In Spain, Sweden, Denmark, Australia, Canada, and Switzerland 
it is levied upon profits arising after various dates in 1915; while 
in Russia and the United States 1916 is the first year. Appear- 
ances in this matter are a little deceptive. For example, in New 
Zealand the first year of assessment is that beginning April 1st, 
1916, but this is on the “assessable income ” of the year beginning 
April 1st, 1915, and such assessable income for a business is the 
profit on the year completed at March 31st, or prior thereto, 
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which in many cases may be a business year containing pre-war 
months. In Germany the first chargeable year is that which 
includes the month of August, 1914—practically the same as the 
British law—while in Canada every “accounting period” ending 
after December 31st, 1914, is liable. In Holland the charge just 
imposed may run from January 1st, 1914, but any increase proved 
to have been earned before August Ist, 1914, is to be exempt. The 
French exposé assumes that the profits of the five months, August 
to December, 1914, can be separately stated, with a deduction of 
five-twelfths of the standard—but the law is far from clear. The 
dates fixed for the termination of the tax are also very varied. 

Pre-War or “Normal” Standards.—The “standard” above 
which the excess is measured is, in some cases, the average of 
the two years ending before the war, or in others, where liability 
does not begin in 1914, the years 1913 and 1914. France, Hol- 
land, and Denmark take the average of three years. New Zealand 
gives an option of the three years’ average, two years out of three, 
or one year out of three, and it is not easy to see in what circum- 
stances the taxpayer will not elect to adopt the last of these alterna- 
tives. The German standard is very ingenious : from the five pre- 
war years the best and the worst years are eliminated, and the 
profits of the remaining three are averaged. In Austria the 
same course was followed for companies. Canada has no pre- 
war standard of profits, but adopts a standard of percentage on 
capital throughout. Nearly all the systems provide as an optional 
alternative, for businesses which had low profits during the 
“standard” years, a standard arrived at by taking a percentage 
upon capital, and a similar standard is given for new businesses. 
Five per cent. is the rate given in Denmark, Switzerland, Hol- 
land, and at first in Germany, where it is now 6 per cent., as in 
France and Austria; and it is 7 per cent. in Spain, 74 per cent. 
in New Zealand (together with a sum not exceeding £600 as 
remuneration to the proprietor for personal exertion), 8 per cent. 
in Russia and Italy. In Australia the rate at first proposed was 
5 per cent. for companies and 6 for individuals, but in the original 
Bill these were raised to 6 and 7 respectively, while it is now 
understood that the rates will be 7 and 8 per cent. for 1916. In 
Canada, where past profits are ignored, 7 per cent. is given to 
companies and 10 per cent. to individuals. The only systems in 
which there is any provision for an allowance in respect of 
increased capital employed during the year under charge, other 
than the German law, are those obviously based upon the British 
model. 
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Space forbids any detailed description of the various concep- 
tions of the “capital ” employed in a business, but upon the whole 
it may be said that they approximate to the actual sums originally 
invested therein by the proprietors, and are not related to the 
market value of the concern in the pre-war years. There is 
usually provision for adopting bond fide balance-sheet values or a 
value recognised in connection with other fiscal legislation in the 
country concerned; for example, in Italy the capital must be 
shown by documents, business books properly kept and other clear 
evidence dated prior to the taxing decree, and the capital must 
be effectively employed in producing profit; while in France the 
“capitaux réellement engagés” must be “tels qu’ils résultent 
d’actes de livres de commerce régulierement tenus ou d’autres 
preuves certaines.” 

In Canada, where capital, as the only basis, is of especial im- 
portance, the amount paid up on the capital stock is admitted for 
companies, and a valuation of assets is taken for private firms, 
while unimpaired reserve, rest, or accumulated profit is added. 
In view of the fact that there is no comparison of profits with 
profits (where each figure may contain a like wasting asset 
element), and also that there is no provision whereby businesses 
which work wasting assets may get higher basic rates than ordinary 
businesses, it is not surprising that the Canadian scheme allows a 
deduction from profits in respect of the exhausted life of the asset 
in order to get a correct “excess.” In New Zealand there is an 
allowance for wasting assets up to 24 per cent. at discretion. The 
New Zealand law, in language borrowed from the British Act, 
gives the authorities power to compute a standard when the 
“amount of capital actually employed by the taxpayer in his 
business is, owing to the nature of that business, small compared 
with the capital necessarily at stake for that business.” ! 

The Scope of the Tax.—The various economic and _ political 
conditions obtaining in the several countries have naturally led 
to marked differences in the extent to which all branches of 
industry and profit-earning have been brought within the tax. 
Agriculture is excluded in Canada, Italy, and Australia; live- 
stock raising in Canada and fruit-growing in Australia are exempt ; 
while mining in the latter country is also to be excluded because it 
is to be subjected to a special form of taxation. In Canada life 
insurance companies and companies where 90 per cent. of the 


1 Compare Finance (No. 2) Act 1915, Section 42 (1), where the words, as 
may be gathered from Hansard, were intended to apply to underwriting as a 
class of business. 
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stock is owned by provincial or municipal authorities are outside 
the duty. The attitude towards taxation of “municipal profits ” 
differs greatly. The Canadian tax is limited to businesses with a 
capital of over £10,000, except where 20 per cent. of the business 
consists in the manufacture of munitions. In Australia and New 
Zealand salaries and wages are exempted, while in Russia there 
are special provisions fer taxing increases in salaries (exceeding 
500 roubles) where they are not due to a change of office. 

Of equal or even greater importance from the point of view 
of pure theory is the scope of the tax in relation either to the 
profits of businesses as a whole, or to the total incomes of indi- 
viduals. These are two quite distinct and not necessarily related 
things, for many a man with a reduced total income draws part 
of his income from shares in a business which shows excess profits. 
In Sweden the tax is upon increased income, as assessed to income 
tax, from labour only, and great stress is laid upon the allowance 
of losses only to the extent that they are equally due to war 
conditions and upon deductions being only such as are applicable 
to the class of income in question. The incomes of husband and 
wife are taken together for this purpose, but the resultant duty 
is divided pro rata. In Denmark total incomes are considered, and 
the New Zealand tax deals with total income, practically excluding 
dividends and all salaries up to £600. 

There is in all cases a minimum amount of profit which is 
exempted—e.g., £200 in Australia, £300 in New Zealand, £450 in 
Denmark, £58 in Sweden, £100 in Italy, £100 in Holland, £211 of 
total profits or £53 of excess profits in Russia, £400 (generally) 
in Switzerland. 

The Economic Principle of the Tax.—The manner in which 
the “excess” is determined, though important, does not bring 
us up against the fundamental conceptions of principle in this 
branch of taxation to the same extent as a consideration of the 
way in which the tax is applied to the excess. It is possible to 
regard the excess as a taxable unit, totally unrelated to any other 
factors, and in that case it may be subjected to a flat rate, pro- 
ducing a tax proportional to the amount of the excess, or it may 
be graded in absolute steps, giving a progressive scheme. But 
the excess may also be viewed in its relation to other factors; it 
may be compared with the amount of the standard profit, and 
made to bear a tax which is heavier according to the greater 
relative amount of the excess ; or it may be looked at in relation to 
the capital of the business, either by the percentage which the total 
war-period profit bears to that capital, or by the percentage which 
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the excess itself bears thereto, and a progressive scale applied. In 
actual fact all these variants appear, but they are not all consistent 
in principle. In nearly all cases the profits of a business are tax- 
able as a unit, and without regard to the circumstances of the 
individuals who are interested in that business either as share- 
holders or partners. It may be that tax-paying capacity is 
avowedly in principle attached to the business as such without 
going behind it to its proprietors ; or, on the other hand, it may be 
that, without any nice regard for principle, the convenience of 
the method as a taxing and collecting device is the chief considera- 
tion. Dr. Helfferich, in his speech of introduction, said it was 
most important to get the profits of corporations at the source, 
and not to wait, before attempting to reach them, until they had 
been divided into their components in the hands of individual 
shareholders, for that attempt would often be unsuccessful. He 
said that if the profits were divided they would be lost to taxation, 
and this was not merely the plea of convenience in administration, 
but also his only defence of the double taxation existing under the 
German scheme. 

A glance at the different ideas current on the taxation of com- 
panies for ordinary income tax may give us a clue to the differences 
in principles applied to “excess profits.” In the instances with 
which we are most familiar the taxation of companies is not 
graduated, but adopted as a convenient vehicle—progressive taxa- 
tion according to ability to pay rests only upon individuals and 
by reference to their respective total resources. Thus on the 
British model the company pays at a normal rate, which reaches 
the individual by deduction, and his total tax is adjusted to his 
taxable capacity by sundry abatements and reductions or by a 
super-tax, as the case may be, reckoned upon his total income. 
The principle of progression is, of course, based entirely upon 
individual sacrifice, subjective and psychological, which finds no 
precise counterpart in a corporate entity. But other schemes apply 
a graduated income tax to dividend-paying companies regardless 
of the circumstances of the shareholders, so that a profit of £10,000 
going wholly to a number of persons whose total incomes are all 
below £500 may pay a higher rate of tax than £5,000 going wholly 
to a millionaire, and, further, so that a profit of £10,000, being 
2 per cent. upon the total capital, may pay a higher rate than a 
profit of £5,000, which is a 20 per cent. return. Some systems, 
however, graduate the tax according to the percentage which the 
profit bears to capital. The individual recipient may be (a) com- 
pelled to return the dividends again for taxation, or (b) entitled 
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to freedom from further taxation thereon but liable to a rate of 
tax on other income settled according to his total income, or 
(c) entitled to freedom from further taxation and liable to a rate 
of tax on other income settled without regard to the dividends.’ 

Such progressive taxation of businesses as a whole finds no 
justification on grounds of marginal psychological sacrifice. But 
one or two writers have based progression not so much upon the 
taxpayer’s subjective powers as upon his objective capacity, with 
the idea of his command over economic resources in general on the 
productive side. 

A theoretic basis for the proportional taxation of the excess 
profit (unrelated to any standards)—1.e., at a flat rate—may 
perhaps be found in the benefit principle, if it is postulated that 
the State and the community during war-time supply elements 
through which excess profits arise, and that such external assist- 
ance is unrelated to previous circumstances or to the absolute 
size of the business. Under this conception the “tax” element 
is in the background, and the position emerges that the payment 
is a business expense, a royalty, a condition precedent to the 
making of profit. It is a payment out of gross profits before they 
can become income at all. If excess arises through increased 
output at original prices, the communal necessities have provided 
the conditions under which that supply is taken up, and a charge 
is made for supplying those conditions; if the excess arises 
through higher prices on normal output, the State makes a similar 
charge. Apart from the rare cases where excess is due entirely to 
reduced expenses, these two classes, or a combination of them, 
cover the field, and a proportional charge is, at any rate, com- 
prehensible on this principle. The basis for a progressive charge 
on the simple excess is not so clear without recourse to some 
element of faculty. As soon as it is decided to relate the excess 
to a basis of capital or pre-war profit before applying a progres- 
sive tax, the popular idea as to special war-time “ability to pay” 
seems to have a chance to operate; but, of course, it is as far off 
as ever from a working principle, because the popular idea is 
always associated with the principle of sacrifice and with what 
the fortunate individual can afford to pay. But apart from the 
fact that every individual shareholder in an excess-making com- 
pany may for other reasons have a reduced total income, which 


1 For examples of these various schemes in practice, see Blue Book on 
Graduated Income Taxes in Foreign States, Cd. 7100; also ‘‘ The Income Taxes 
of the Self-Governing Dominions” (in the Journal of Comparative Legislation. 
January, 1916), by S. E. Minnis, and an article by the present writer, Zconomic 
Journal, March, 1913. 
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is a consideration affecting all attempts to get down to the indi- 
vidual in this class of taxation, we have this peculiar difficulty 
attaching to any relation between profits and capital: a company 
with 30 per cent. normal profit having 6 per cent. extra is made 
to pay at a higher rate than a company which had 6 per cent. and 
rises to 12 per cent., whereas it may well be that all the present 
holders of the.former company bought on a 5 per cent. basis, and 
realise now, as individuals, 6 per cent. only on their outlay. Their 
outlay is, of course, not in the business. If, however, the pro- 
gressive income tax is left to look after individual faculty and the 
tax on excess profits is not regarded as a tax on incomes at all, 
another basis may be found for a progressive tax according to 
yield upon capital. Each business may be looked upon as a col- 
lective entity of “hard assets,” with a capital cost value, to which 
there is attached, with its ordinary human association, a normal 
accretion of products—viz., average interest; then any concern 
which by fortunate Konjunctur has a much larger normal accretion 
than others (i.e., a real goodwill) has a greater capacity to bear 
tax thereon without impairment of its present or progressive pro- 
ductive power. Thus by vesting an impersonal faculty in each 
self-contained aggregation of assets this form of taxation may be 
reached. But when the second kind of relationship, that which 
compares the excess with the pre-war profit, prevails, and the 
tax is progressive accordingly, we seem to get near to the prin- 
ciple that “to him that hath shall be given, and from him that 
hath not shall be taken away even that which he hath.” The 
potentiality of each group of assets is stereotyped at its pre-war 
results, which are assumed to be what were right and proper in 
its particular circumstances. There is, however, little to show 
how far such basic considerations have really been responsible in 
the general systems actually in force. These systems may now 
be classified upon the lines indicated :— 

(1) Total Profit related to Capital—Progressive Taxation of the 
Excess.—In the complicated Russian scheme other taxes are first 
paid and deducted before the excess is ascertained, and it is then 
taxable at 20 per cent., but if the profit is over 9 per cent. on 
capital the tax is 21 per cent. on the excess, if over 10 per cent. 
the tax is 22 per cent., while a 20 per cent. profit carries a 40 per 
cent. rate upon the excess. Upon the profits tax, income tax, and 
this tax, taken together, there is a limit of 50 per cent. 

In Denmark, where the profits of companies are less than 
8 per cent. of the share capital, 8 per cent. of the excess is taken; 
if between 8 and 10 per cent., then 10 per cent. of the excess is 
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taken, and so on progressively till 20 per cent. is taken where the 
profits exceed 20 per cent. on capital. In other cases, the Danish 
system is different. 

In Italy progression is secured by a different method. The 
increased rate applies only to the corresponding portion of the 
increased profit, in a manner similar to the British super-tax :— 


12 per cent. on the part of the profits between 8 and 10 per cent. on capital. 


18 ” 9 ” ” 10 and 15 99 es 
24 ” ”? ” ” 15 and 20 4 i 
35 ” ” ” ” 20 and 30 ” 99 


As from January, 1916, the rates run from 20 per cent. to 
60 per cent. over these grades. 

Similarly in Spain :— 

25 per cent. on that portion of the profits exceeding the normal, and not 


exceeding 20 per cent. on capital. 
30 per cent. on that portion of the profits exceeding 20 per cent. and not 


more than 35 per cent. on capital. 
35 per cent. on that portion of the profits exceeding 35 per cent. and not 


more than 50 per cent. on capital. 
40 per cent. on that portion of the profits exceeding 50 per cent. on capital. 


(2) Hacess Profits related to Capital—The German scheme is 
explained below. In Austria, companies are charged 10 per cent. 
upon any part of the excess which is not more than 5 per cent. 
upon capital, 15 per cent. upon the excess between 5 per cent. 
and 10 per cent., and so on up to 35 per cent. on all excess over 
30 per cent. on capital. 

(3) Excess Profits related to Standard Profits.—In Italy agents 
and others with little capital were taxed 5 per cent. on any excess 
over the normal exceeding one-tenth and not exceeding five- 
tenths; 10 per cent. on any excess exceeding five-tenths and not 
exceeding ten-tenths ; and so on up to 30 per cent. on excess over 
thirty-tenths. These rates have recently been doubled. 

(4) Excess Profits unrelated to other Standards—Progressive 
Taxation.—In Sweden the excess is graded in steps. For £56 
to £272 the rate is 12 per cent.; from £278 to £550 it is 12} per 
cent., and so on until it reaches a rate of 18 per cent. on an excess 
greater than £17,778. 

In Denmark, if the excess is less than 8,000 kroner, there is 
an abatement of 7,000 kroner; between 8,000 and 15,000 kroner 
the abatement is 6,000 kroner, and so on up to 75,000 kroner, 
where the abatement is 2,000 kroner, and where the excess exceeds 
100,000 kroner the 10 per cent. rate of tax applies in full. 

In Austria individuals are taxed 5 per cent. on the first £416 
of excess, increasing by 5 per cent. on each £932 up to 30 per 
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cent., when the progression is less steep up to the highest rate of 
45 per cent. 

In France the rate is now 60 per cent. instead of 50 per cent. 
for that part of the excess which is above £20,000. 

(5) Eacess Profit unrelated to other Standards—Proportional 
Taxation.—In Denmark new companies are taxed at a flat rate of 
10 per cent. an all profit over 5 per cent. on the capital. The rate 
in the United States is 123} per cent., in Canada and Switzerland 
25 per cent., in Holland 30 per cent., in New Zealand 45 per cent., 
while in Australia it is to be 50 per cent. for the first period and 
75 per cent. afterwards. 

It is interesting to note that the French proposal as at first 
introduced came under (4). The excess below £400 was to bear 
5 per cent., the portion between £400 to £2,000 10 per cent., and 
so on up to any portion of excess above £20,000, for which the pro- 
posed rate was 30 per cent. But when the scheme emerged from 
the Budget Cominission it came under (3) also, for if the excess 
was less than one-fifth of the standard it was to bear 5 per cent., 
and upon the next part equal to another fifth of the standard 
10 per cent., and similarly up to the part exceeding four-fifths of 
the standard which was to be taxed at 25 per cent. But the final 
result in the Act was a flat rate of 50 per cent., which has since 
been slightly modified. 

On the other hand, in Germany the first law imposed a flat 
rate of 50 per cent., but this was merely a preliminary measure, 
and really had reference to the sum to be kept intact and undis- 
tributed while the tax itself was elaborated. The actual progres- 
sion adopted combines (1) and (2) in a rather complex fashion. 
For example, where the excess profit is under 2 per cent. on 
capital the base rate is 10 per cent., which applies where the 
average total profit on capital does not exceed 10 per cent. If 
the total profit is between 10 per cent. and 15 per cent. the rate 
is 1*1 times the base, and so on up to the point where the total 
profit is over 30 per cent. on capital, and the rate actually applied 
then becomes 1°5 times the base rate. The base rate itself rises 
to 30 per cent. when the excess is over 20 per cent. on capital, so 
that the highest rate in practice is 45 per cent. (or one and a half 
times the base rate of 30 per cent.), which is less than the sum 
reserved under the first Act. The provisions of the German law 
are very elaborate, because the excess profits tax forms only a 
part of the whole scheme:of taxing all capital increment; and 
there is a very considerable element of double taxation, which 
may bring the burden to over 70 per cent. if not relieved under 
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special provisions. The Italian law limits dividends to 10 per 
cent., and provides for special reserves compulsorily invested in 
business stock and plant and in public funds. 

It is not altogether surprising to find, having regard to the 
great administrative difficulties involved, that no attempt has 
been made to measure excess, in its commercial sense, by direct 
reference to prices, and to exempt all normal profit on increased 
output while imposing a tax upon profit arising through prices, 
whatever the output, being in excess of those ruling before the 
war. J. C. Stamp 


January, 1917. 








SMALL HOLDINGS AND CORN PRICES. 


In the discussion of agricultural policy arising out of current 
events two points—the desirability of more small holdings and 
the necessity for some form of protection or financial subsidy 
to encourage agricultural production by inducing occupiers of 
land to put a larger area under the plough—have become 
prominent. The question of a minimum guaranteed price for 
wheat has been before the country since September, 1914, when 
the Government was asked if it would consider the provision of 
some financial inducement to farmers to increase the area under 
cereals, but it was brought into prominence by the Interim 
Report of the Milner Committee on Home Grown Supplies of 
Food last year. The desirability of more small holdings was 
ably expressed in the first part of the Report of the Committee 
on Settlement, etc., of Soldiers on the Land. One of the most 
brilliant of British agriculturists, Mr. A. D. Hall, has recently 
advocated the extension of small holdings, together with the 
organisation of “industrialised farms” and the provision of a 
subsidy for wheat growing or some form of bounty system.! 
Still more recently an official document,? comparing the results 
of State agricultural policy in Germany and our own system of 
allowing the directors of the agricultural industry to form and 
follow their own policy, again advocates the increase of small 
holdings and the provision of some form of protection. ‘ Until 
measures can be devised for greatly increasing the area under 
holdings of less than 100 acres in this country we are not likely 
to breed and maintain in the country a sufficient number of 
that class of worker which will be required if we are to extend 
our arable land.”* “The value of the tariff policy to German 
agriculture was the sense of security which it created in the 
farmer. It was the feeling that he was essential to the com- 
munity... that stirred the German agriculturist of the new 


2“ Agriculture after the War,’ “On Small Holdings,” pp. 52-60 ; 
*‘Guaranteed Prices or Bounties,’”’ pp. 104-120. 

* «Recent Development of German Agriculture.” T. H. Middleton. [Cd. 
8305.] 

* Op. cit. pp. 44-45. 
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century to make an effort ; and, it may be added, it was the know- 
ledge that his grain was not wanted and that his fellow-country- 
men did not depend upon his exertions that led the British 
farmer, at this same period, to cut down expenses and reduce, 
or at least fail to increase, the productivity of his land.” ' And 
in “some lessons” which are drawn from the study it is con- 
cluded that the greater production of German agriculture is due, 
among other reasons, to the facts that ‘““German land is mostly 
tilled by peasant owners, British land by tenants,” and “German 
economic policy in recent years has favoured agriculturists, who 
have benefited from the higher prices resulting from tariffs and 
partly from the steadying effect which the known policy of the 
State has had upon the industry.”* The purpose of this study 
is to inquire whether small holdings and protection may be two 
parts of an agricultural policy which will work together for well- 
being, or whether they may not, at least in some degree, work 
at cross-purposes. 

The small holding is not a new unit in English agricultural 
organisation, nor are the numbers created under recent legisla- 
tion of great importance amongst the total of these holdings. 
The number provided by county councils since 1908 is less than 
13,000, and they control only 4°6 per cent. of the land which 
is let in holdings of from one to fifty acres in extent, or much 
less than 1 per cent. of the cultivated land of England and 
Wales. Thus the bulk of the small holdings are at present of 
the old-established character and are outside the direct control 
of the department which would administer an agricultural 
policy. 

Particulars of the number of small holdings in England and 
Wales are as follows :— 





Number. Acres. 
Above | and not exceeding 5 acres... eas ace 90,643 280,379 
Above 5 and not exceeding 20 acres ... es ... 120,616 1,358,145 
Above 20 and not exceeding 50 acres ... eat gay 78,430 2,634,058 
Total eee awe see ... 289,689 4,272,582 


Apart from special creation under public authorities, there 
appears to be a continuous tendency for these holdings to dis- 
appear; for, in spite of the creation of 12,584 holdings since 
1908, the total has increased only by 2,513, and the area under 
holdings of these sizes has actually diminished by 95,752 acres. 
In 1908 there were 287,176 holdings covering 4,368,334 acres, 
and in 1915 there were 289,689 holdings covering 4,272,582 
acres. In the course of the ordinary creation of small holdings 


1 Op. cit. p. 34. 2 Op. cit. p. 42. 
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under the present system the proportion controlled by public 
bodies will increase, but at present the vast majority are outside 
that control. And the consideration of the effect of protective 
measures upon small holdings must be mainly confined to these 
holdings, for their occupiers and cultivators would be the chief 
body of small cultivators to suffer or benefit under any measures 
which might he taken. On the provision of a bounty on wheat 
production county councils might establish arable holdings of 
from twenty to fifty acres which might benefit therefrom, but 
the number of such holdings would be small in comparison with 
the number of those now existing. 

Before any idea of the possible effect of protective measures 
can be gained it is necessary to inquire into the nature of the 
business pursued on these holdings. Of holdings from one to 
five acres in extent in 1908,' 17°4 per cent. were wholly arable, 
61°5 per cent. were wholly pasture, and 211 per cent. consisted 
of both pasture and arable. The special nature of the business 
on these holdings is illustrated by the fact that they carried 940 
fowls and 86 ducks, turkeys, and geese per 100 acres of culti- 
vated land, while no other class of holding carries one-quarter 
of this number of fowls or ducks, or more than one-half the 
number of geese and turkeys. The number of pigs kept was 22 
per 100 acres of all land, including rough grazings, or more than 
double the number kept on any other type of holding, and five 
times greater than the number kept on holdings of 300 acres or 
over. The number of sheep kept is lower than on any other 
type of holding, but horses are more numerous than on larger 
farms, and the number of cows is exceeded only by the number 
kept on the holdings of from five to fifty acres in extent. On 
further analysis it will be found that on the one- to five-acre 
holdings there is a large number of stock on all holdings, arable, 
mixed, and pasture. 


Stock PER 100 AcRES OF CULTIVATED LAND. HoLpDINGS OF 
ONE TO FIVE ACRES. 
Arable Pasture Mixed Total 


Holdings. Holdings. Holdings. Holdings. 
Cows and heifers in calf and in 


milk... isis a sei 8 17 15 15 

All cattle ... ene ons ae 12 29 25 26 

All sheep ... sac ees een 27 46 34 40 

All pigs... — vibe se 86 59 79 68 

All horses se oe ‘as 16 14 14 15 
1 The most recent date for which we have statistics showing the nature of 


holdings. Cd. 6277, 1912, p. 32, 
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No statistics of the arable crops on these holdings are avail- 
able, but the counties in which they are most numerous in pro- 
portion to the total number of holdings are Bedford, Cambridge 
and the Isle of Ely, Holland Division of Lincoln, Soke of Peter- 
borough, Norfolk, Hampshire, Middlesex, and Worcester, in 
parts of which market gardening is an important industry; and 
Cheshire and Gloucester, in which dairying is prominent. 
Except the extremely ‘specialised industry of poultry farming 
there is no system of farming besides market gardening in some 
of its many phases which will provide full employment and 
remuneration for a man, to say nothing of his family, on hold- 
ings so small as these. Dairying is the most remunerative 
pursuit next to gardening and poultry raising on small holdings, 
and this is recognised by the occupiers. There are, then, three 
predominant forms of business on the holdings of from one to 
five acres—poultry farming, market gardening, and dairying; pig 
breeding and fattening playing an important part in two forms, 
sometimes in all three. 

Now it is obvious that with the very intensive stocking of 
these holdings with poultry and animals, and the large acreage 
devoted to market gardening, very little corn, including wheat, can 
be grown for sale. Some cereals are sold because in many cases 
there are no facilities on the holding for preparing them for food 
and few local mills which now undertake “gristing” in small 
quantities. But on every type of holding supporting a family the 
amount of concentrated food bought would vastly exceed the 
amount sold. Thus any measure which makes feeding-stuffs dearer 
will be detrimental to the occupiers. Even on arable holdings, which 
on the average do not exceed three acres each, a bounty on wheat 
at the rate of five or ten shillings per quarter could not increase 
the income by more than £1 10s. or £3 per annum. Under a 
tariff which raised the price of wheat no benefit would arise, 
because the family would probably consume as much as was 
produced. Where stock was kept there might be a loss, due to 
the enhanced price of purchases. An example of the type of 
business on a general arable holding of this size is provided by 
a holding of four acres and a cottage in a well-known colony. 
The chief produce sold consists of potatoes and bacon, with 
occasionally a little seed wheat. The crops consist of :— 

Barley la. 
Cone wheat 1 a. 


Potatoes 1 a. 5 chns. 
Other roots 1 a. 4 chns. 


In a recent year the direct sales from crops amounted to £8 
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for wheat and £32 10s. for potatoes, the rest of the produce 
being consumed by pigs. If there is hope of giving any assist- 
ance by some form of protection in this case it must be by raising 
the prices of potatoes and bacon, for the family would consume 
as much wheat as was sold. A bonus of five shillings per quarter 
would add about £1 5s. to annual income. 

The effect of measures which would raise the price of corn 
on specialised poultry holdings may be illustrated from the 
accounts of two such holdings in a Midland county. The first 
consists of rather more than one acre of pasture land with pig- 
styes and poultry houses, and is occupied by a platelayer. The 
total sales in 1915 amounted to £83 4s. 7d., and the working 
expenses, apart from labour, of which no account is kept, were 
£1 15s. for rent and £37 for food purchased. Some other food 
was provided, largely in the form of waste from the garden and 
household. But any form of protection which would add, say, 
10 per cent. to the prices of feeding-stuffs would add 9°6 per cent. 
to costs. The chief output consists of eggs and bacon, and 
unless these commodities were not allowed to be subject to free 
competition it is clear that the producer must suffer. The second 
holding consists of about two acres of garden land, of which a 
little is devoted to vegetables and the rest to poultry. The pro- 
duce sold consists almost solely of eggs and chickens, but mostly 
of eggs. Of the total receipts of £157, nearly £110 was for eggs. 
Of the total expenses of £144, including payment for part-time 
labour, £113 was for feeding-stuffs. Without some equivalent 
protection for produce, an increase of 10 per cent. on prices of 
corn and meal would abolish all profit if interest is allowed on 
capital invested, leaving the small holder with ten shillings per 
week, the wages of his part-time employment on the holding. 

Except where devoted to poultry, very few of the small 
pasture holdings provide an important part of the occupier’s 
income. They are mostly occupied in connection with some 
other business or employment. In the case of conjunction with 
a business they are run for the purposes of that business, as, 
for instance, the provision of pasture or hay for the village 
butcher’s or baker’s pony. In some counties, however, “cow- 
cottages” (a cottage with a few acres of pasture attached) are 
numerous. A holding in a north-western county, though over 
five acres in extent, will illustrate the best type of these holdings. 
It consists of seven acres of pasture, some of which is planted 
with standard fruit trees, and is occupied by an estate labourer 
earning seventeen shillings a week.' It carries six head of cattle, 


2 1913. 
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including three milking cows, and a number of pigs, according 
to season of the year. There is also some glass, under which 
tomatoes and cucumbers are grown. But the chief sales consist 
of butter, young stock, and pork. The purchases of concentrated 
food are large, and any form of protection which raised the price 
of feeding-stuffs without affecting the prices of butter and bacon 
would be detrimental to the occupier and would probably reduce 
the productivity of the holding. So long as concentrated food 
can be bought at fairly low prices heavy stocking is possible 
concurrent with the increasing fertility of the land. It has been 
suggested that a bonus on the breaking-up of grass land would 
increase production on many holdings, but it is doubtful whether 
it would have any such effect on holdings of this type. The wife 
of the occupier is chiefly responsible for the work, and could 
scarcely become responsible for more than the present amount, 
while the arable cultivation of part of the land would not be 
sufficient to employ or remunerate the husband. Indeed, the 
arable cultivation of the whole would not maintain the family, 
except under garden produce. And it has been suggested by 
some authorities that some garden crops are already being over- 
produced, particularly the more easily grown vegetables, so that 
it would be easy to create a glut or reduce prices to an unremuner- 
ative level. There is certainly a limit to the number of small 
fruit and vegetable holdings which can be economically estab- 
lished, and if that limit has not been reached it is not very far 
distant. 

Most of the vegetables, fruits, and flowers which can be pro- 
duced in the United Kingdom and the Channel Islands are 
already being provided by our own growers. The bulk of the 
imports consist of produce which cannot be grown in our climate 
or coming at seasons in which our own supplies are not avail- 
able. If duties were laid on the import of produce which we 
could provide for ourselves the home-grown supply would soon 
meet the demand, and there is then no practicable method of 
protecting the prices of garden produce. But so far as the 
market gardener kept pigs or other animals he would be 
penalised by measures which raised the price of feeding-stuffs. 
And in view of the interest of groups of French and Italian 
gardeners in the British market it would be difficult to provide 
the British gardener even a temporary measure of protection 
which would accord with the economic concert of the Allies. 
There are other aspects of the question affecting the poultryman, 
market gardener, and small dairyman which may be left for 
consideration later. 
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The occupier of the small mixed holding, again, is not often 
a producer of cereals for direct sale. A perusal of the table 
above will show that the head of stock kept is nearly as large 
as on pasture holdings, and even allowing for heavier production 
of food for cattle, little corn can be sold. On some of these hold- 
ings less corn or cake is bought than on pasture holdings. A 
little above five acres in extent, but still essentially of this type, 
is a holding in the north-western county before-mentioned. It 
consists of five acres of pasture and about one acre used for 
gardening and the production of roots. Three cows are kept, 
and it is customary to rear two or three heifer calves and some 
pigs. There are also about two hundred fruit trees on the hold- 
ing. So the produce consists mainly of butter, young stock, and 
fruit, as the bacon is mostly for consumption. Here again 
concentrates are purchased and the occupier would suffer if 
prices were raised. 

But with the exception of the poultry and garden holdings, 
the majority of holdings not more than five acres in extent 
provides only partial employment and often the minor part of 
the income of the occupier, so that the effect of a system of 
tariffs on his economic position must be looked for in its effect 
on the source of the major part of his income. The general 
effect of protection on wages or the profits of business other than 
farming is beyond the scope of this inquiry, but some previous 
English experience is important. At the end of the eighteenth 
and the beginning of the nineteenth centuries the fall of real 
wages, due in some measure to the Corn Laws of the period, was 
disastrous to the cottar cultivators, who depended to a large extent 
on employment for their livelihood, and many lost their little 
capital in the struggle to maintain their families or their posi- 
tions. Also the lower standard of living of the urban working 
classes caused a limitation of the market for the small holder’s 
produce—poultry and eggs, fruit, dairy produce, and meat.' 
Many of the small holders bought more bread-stuffs than they 
sold, and while the market for their produce was limited they 
suffered from high grain prices. It is not suggested that any 
approach to nineteenth-century conditions is now possible, but 
the principle remains that the welfare of the small holder largely 
depends upon the purchasing power of the wages of urban 
artisans, and any curtailment of their purchases of eggs, milk 
and milk products, vegetables and fruit, pork and bacon is a 
limitation of his market. Also, in Germany the question of the 
benefit of corn duties to peasant cultivators of the type we have 

1 See Levy : “ Large and Small Holdings.” Ch. i. 
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been discussing has been the subject of considerable debate, and 
it now appears to be recognised that the farmer’s interest in 
grain prices depends upon the net amount of corn which he has 
to sell, which is often in direct relation to the size of his holding. 

Some of the principles involved in the consideration of the 
business on these very small holdings also apply to the con- 
sideration of holdings between five and fifty acres in extent. 
Not all of them, especially those under twenty acres, constitute 
the main employment or the main source of the income of the 
occupiers. Some of them are specialised garden or poultry hold- 
ings, combining the production of eggs, vegetables, etc., with 
breeding and feeding pigs, as before described, so that the con- 
ditions affecting these need not be discussed again. There is, 
however, an increasing interest in the price of corn, and perhaps 
the maintenance of some land under grass which might be more 
productive under the plough. But even in this group the small 
holders’ businesses still remain somewhat distinct from those of 
larger farmers. 

In this group there were, in 1908, 197,218 holdings with an 
area of 4,087,234 acres of land under crops and grass. Of this 
amount 1,142,938 acres, or just over 27 per cent., consisted of 
arable. A comparison of the type of business on these holdings 
and those in other groups gives these results :— 


All holdings All holdings All holdings 
5 to 50 acres. 50 to 300 acres. above 300 


acres. 

Proportion of arable... dee 27-8% 41-4% 51% 
Proportion of pasture ... ee 712-2% 58:6% 49% 
Stock per 100 acres— 
Cows and heifers in milk and in 

calf... ie ee ve 14 ll 4 
All cattle ae ae aaa 29 21 14 
All sheep ais wee eer 60 68 87 
All pigs ... a eee se 20 8 + 
All poultry! ees nes ee 272 88 44 
All horses a Ks 7 + 3 


1 Great Britain. All other figures for England and Wales only. 


Thus the business of the small holder in this group is still 
of a pastoral character compared with that on larger farms, and 
dairy cattle, pigs, and poultry provide the most important part 
of the produce of the holdings. 

But some further analysis of these businesses is required 
before the possible effects of forms of subsidy or protection on 
this type of holding can be indicated. Of the total number of 
holdings, only 7°4 per cent. are wholly arable, 47°3 per cent. are 
mixed, and 45°4 per cent. are wholly pasture. The number of 
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stock maintained per 100 acres of cultivated land on these types 
of holdings between five and fifty acres in extent is as follows :— 


Arable Mixed Pasture 
holdings. holdings. holdings. 


Cows and heifers in calf and in milk — 9 13 18 
All cattle aia sa i ss ase 19 26 35 
All sheep sa dacs cts _ _ 30 56 70 
All pigs ew: Peaate oes ses ase 29 21 18 
All horses sain ‘ici ro ‘ie <a 8 | 6 


So there is a large amount of stock on all holdings, although 
there is least stock on the arable and most on the pasture hold- 
ings. The connection between pigs and arable land and the 
interest of the arable cultivator in the price of pork and bacon 
is also clearly shown. It should be stated, however, that some 
mountain or heath land used for grazing is attached to a few 
holdings of all these types. Of the total of holdings between 
five and fifty acres in extent some 40 per cent. do not exceed 
twenty acres, so for the purpose of illustrating the effect of pro- 
tective measures on this group of holdings it will be advisable 
to give instances of holdings both below and above twenty-one 
acres in size. : 

Of arable hoidings an example from a Midland county may 
be taken. It consists of just over seventeen acres of fairly good 
light land, and the crops grown are four acres of wheat, four 
acres of barley, two and a half acres of oats, one and a half acres 
of beans, and the rest potatoes, roots, and clover. In an average 
year there are sixteen quarters of best wheat to sell, besides 
potatoes. The oats and hay are consumed by the horse and the 
barley by the pigs and poultry. If the quality of the barley is 
of malting standard it is sold and feed bought. But the chief 
sales in 1913 were sixteen quarters of wheat, £27 4s.; three and 
a half tons of potatoes, £17 10s.; and seven hogs, 56 score of 
bacon, £28. A guaranteed minimum price for wheat at 40s. or 
45s. per quarter would add £4 16s. or £8 16s. to the direct 
receipts. But as the family of five persons will consume at least 
four quarters of wheat, the net value of such a rise due to a 
tariff would be £3 12s. or £6 12s., according as the price is 40s. 
or 45s. per quarter. Assuming no other indirect effect on his 
position as a purchaser than the cost of bread, which has been 
deducted, the benefit would be an addition of nearly 5 per cent. 
to receipts on a basis of 40s., or over 9 per cent. on a basis of 
45s. There will, however, be difficulty in maintaining fertility 
with such sales of wheat and potatoes unless more stock is kept 
or fertilisers are bought. 
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On another holding of similar type, consisting of twelve acres, 
the sole sources of receipts are pigs and potatoes. Oats and 
clover or rye-grass are grown for the horse and some vegetables 
for use, but every effort is made to grow as much barley as 
possible, and from one-half to two-thirds is under this crop each 
year. This is made possible by keeping a large number of pigs, 
of which there are often as many as thirty or forty on the hold- 
ing at one time. The receipts for bacon alone amount to £150 
per annum, and the total receipts from pigs are considerably more 
than this. Large quantities of feeding-stuffs are bought, and this 
very productive holding would suffer from any form of subsidy 
which tended to raise prices of feeding-stuffs or levied a tax on 
non-producers of wheat. 

Another holding of ten acres in the same county which, with 
purchases, supports four cows and some pigs, the chief sales 
consisting of milk and store pigs, would almost certainly suffer 
from any form of protective measures. Indeed, the majority 
of arable holdings under twenty acres which are employing a 
man and some members of his family and supplying their liveli- 
hood would suffer from a system of tariffs which raised the price 
of corn without raising the price of other products, although they 
might gain a little under a system of guaranteed prices. Sales 
from crops alone cannot support a family on holdings of this 
size, and, as is shown by the statistics, the keeping of stock to 
consume produce is general. 

In the group of arable holdings between twenty and fifty 
acres in extent another illustration may be taken from a Midland 
county. This holding consists of forty acres of light land. In 
1913 the crops were ten acres of barley, ten acres of oats, seven 
acres of clover, two acres of beans, the remainder being divided 
among mangolds, swedes, and vetches. A cow is kept for rear- 
ing calves, and all the straw and much of the corn is prepared 
for food for young stock. The chief sales are of barley and store 
beasts. An increase in the price of wheat might lead the 
occupier to devote some land to that crop, but it is very doubtful 
whether it would increase the total productivity of the holding. 
Barley is preferred, because a good quality can be produced and 
the straw is preferred for chaffing and feeding with roots and 
corn. On a holding of thirty-seven acres adjacent to this the 
crops in 1913 were ten acres of wheat, ten acres of barley, five 
acres of beans, four acres of oats, two acres of potatoes, and 
about six acres of roots. Some young stock and sheep are kept 
during the winter to consume roots and straw and make manure, 
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but the chief sources of receipts are wheat and barley. With 
a base price of 34s. and a guaranteed price of 40s. per quarter 
for wheat the guarantee would be worth £12. But two men 
with families are employed most of the time, so with the con- 
sumer’s interest in prices deducted the advantage under a tariff 
which raised prices would not be great. And the comparatively 
large area of cereals on this holding is made possible only by the 
neighbourhood of a fairly plentiful supply of a little known nitro- 
genous fertiliser. 

Still, many arable holdings between twenty and fifty acres 
in extent would receive benefit from a system of guaranteed 
prices, and some would benefit under a general system of pro- 
tection. But arable holdings form such a small proportion of 
the total number that a small benefit to them might constitute 
a hardship to the whole group of holdings of this size. 

The mixed holdings are a far more numerous class, and 
examples of almost every type of farming may be found amongst 
them ; but for the sake of space examples must be few. Amongst 
those under twenty acres in extent a holding in a southern 
county may be taken. This consists of nine acres of arable and 
six of pasture. The crops are four acres of oats, two acres of 
barley, two and a half acres of ‘‘ seeds,’’ and half an acre of 
roots. Three cows are kept and calves and pigs are reared, and 
about 150 head of poultry maintained. The products are prac- 
tically all from the livestock—butter, young stock, pork, and 
eggs—as practically all the corn is consumed, for if some is sold 
it is replaced. Recently the occupier has furnished a set of 
food-preparing machinery to use all corn direct. Another hold- 
ing of thirteen acres, with nine acres under the plough, has less 
than two acres under wheat, the rest being used for feeding 
crops for cows. The main products are milk and some store 
pigs or pork. Even where arable predominates on the mixed 
holdings of less than twenty acres there is often little corn to 
sell, and where pasture predominates, as is generally the case, 
often more is consumed than is grown. 

On mixed holdings of over twenty acres on which arable 
predominates the producer’s interest in the prices of grain is 
sometimes greater than the consumer’s interest, because in the 
process of selling and buying the balance is in favour of sales, 
but this is not always the case. Where the predominance is 
not great and the number ‘of stock kept is large, all corn except 
wheat may be consumed, and cake or other feeding-stuffs bought 
in lieu of wheat, or where barley is of malting quality that may 
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be sold and substitutes bought. Where pasture predominates 
often more corn is bought than sold. Unless this is the case, the 
amount of business is small and the returns rather meagre. 
There is, however, a question whether more land should be under 
the plough on some of these holdings and the best method of 
securing the breaking-up of grass land. The horses and imple- 
ments required for arable cultivation are often present, and little 
new capital would be required except in the process of working, 
and where the amount of stock was maintained while more land 
was under the plough a greater total production would result. 
But the method of inducement by a guaranteed price for wheat 
that might raise its value by five or ten shillings per quarter 
would have little effect. With a holding of forty acres, of which 
thirty are under the plough, not more than about seven acres 
of wheat can be grown if stock is to be maintained, and the 
guarantee, worth five or ten shillings, will not add more than 
from £7 to £14 to the receipts. The effects of a general system 
of tariffs are not certain, because of the unknown effects on the 
great class of urban wage-earners which forms the market for 
the varied produce of the small holding. A system of paying a 
bonus on each acre of land broken up might stimulate the 
process, but before real progress.can be made some education in 
a system becoming known as “Wibberleyism,” or something 
similar, will be necessary. Ideas of stock maintenance and 
cultivation on this system are spreading, and where land is suit- 
able it may develop. But the high cost of horse labour on many 
holdings up to thirty acres in extent is a grave drawback to 
arable cultivation. 

The nature of business on several holdings may be shown. 
One holding of forty-seven acres consists of twenty-three acres 
of arable and the rest pasture. Amongst the crops are nine 
acres of wheat, two and a half acres of barley, and three acres 
of oats, the rest being under pulse and root crops for cattle. The 
stock consists of five cows, fourteen young stock, four breeding 
sows and a number of store pigs, two horses, and poultry. 
Butter, store stock, and store pigs provide the bulk of the 
receipts. Another holding of forty-seven acres, with nine acres 
of rough grazing attached, has sixteen acres of arable. The 
chief crops are six acres of barley and three of wheat, the rest 
being under roots and pulse. Two cows are kept for rearing 
calves, seventeen young stock, four breeding sows, and two brood 
mares and colts. On this holding from four to five hundred 
ducks and chickens are reared each year. On this holding again 
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the chief receipts are from livestock. One holding in a north- 
eastern county consists of about forty acres, of which a few 
acres are arable. The crops grown on the arable are oats and 
peas, roots and vegetables. Amongst the latter are potatoes and 
turnips. In 1915-16 the total sales amounted to £672, but no 
corn was sold, and the chief item in the receipts was £404 for 
milk and eggs. Over £200 was spent on the purchase of feed- 
ing-stuffs, and any change which raised the price of these com- 
modities without raising the price of milk and store stock would 
probably reduce output on this very productive holding. In an 
eastern county one holding consists of thirty-nine acres, disposed 
as follows: pasture, thirteen acres; corn, fourteen acres; roots, 
seven acres; lucerne, five acres. In 1915-16 the sales amounted 
to £770, of which £420 was for milk and £199 for barley and 
oats. No wheat was grown, but a guaranteed price might make 
it more profitable to replace one of the other cereal crops by 
wheat. But as purchases of feeding-stuffs amounted to £128, 
any measure raising the price would seriously diminish any 
advantage arising from increased prices for the direct sales of 
corn. Perhaps an extreme example of the mixed holding on 
which stock-raising is followed is one in a southern county, where 
some thirty-seven head of cattle are kept on a holding consisting 
of twenty-four acres of grass and ten acres of arable. The only 
sale crops from the arable are carrots and cabbages, and much 
concentrated food and straw is bought. But on the majority 
of mixed holdings the main dependence is on some form of live- 
stock industry, in which the consumer’s interest in grain prices 
is strong. 

The question of breaking-up grass land again arises in con- 
nection with the pasture holdings of from five to fifty acres in 
extent, of which there are nearly ninety thousand. Many of 
these holdings are not over twenty acres in extent. Where 
these are not worked in connection with some other business 
they are generally heavily stocked. A holding of ten acres in 
a Midland county carries four cows, three young stock, and 
some pigs, and in the winter a few sheep. Here a large amount 
of concentrated food is bought, and the holding is very pro- 
ductive. The type of business on holdings of over twenty acres 
in extent may be illustrated from two holdings in a southern 
county. One consists of thirty-nine acres of heavy clay pasture 
land. Fourteen cows are kept, and except for a few pigs the 
receipts are for milk and fat cows. Here about fifteen tons of 
concentrated food are purchased each year. Another holding of 
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twenty-five acres of similar land carries nine cows and some 
calves, and the purchases of concentrated food are considerable. 
There are many such holdings which are lightly stocked, but 
when capital is available and the occupier depends upon the 
holding for a living the land is usually more productive than on 
larger farms. As a rule, pigs are not numerous on the larger 
pasture holdings, and the chief interest is in the price of milk, 
milk products, and store stock. 

The question whether pasture should be broken up depends 
upon the nature of the land. Many of these holdings consist 
of rich old pasture which can be made very productive while 
feeding-stuffs are fairly cheap, and would not be likely to be 
affected by offers of financial subsidy. On the other hand, the 
productivity of some holdings would be affected by any consider- 
able rise in the price of concentrated food that was not counter- 
balanced by a rise in the prices of products. But there are some 
holdings on which land could be tilled with profit. In a south- 
eastern district a holding of twenty-seven acres with four acres 
recently put under the plough consists of light sand. Some of 
the pasture requires re-seeding every three or four years because 
it becomes thin, but when manure is available good crops can 
be grown on arable. Seven cows are now kept; but while it 
would be possible to increase the number by catch-cropping on 
an extended arable area, a bounty:on wheat would not have this 
effect. An object-lesson in growing crops for feeding purposes 
would probably be the most effective method of securing greater 
production. 

To summarise these considerations, it may be said that on 
arable holdings of less than twenty acres which provide the 
cultivator with a livelihood, a guaranteed price for wheat will 
have little effect on income and perhaps less on production, while 
any measure which raises the price of corn or feeding-stuffs is 
more likely to be a hindrance than a benefit. The size is not 
sufficient to provide for a business equal to the maintenance of 
a family unless it takes the form of a livestock industry or market 
gardening, one of which forms is general where an income 
sufficient for a family is obtained. On mixed holdings of this 
size the business is mainly concerned with stock, and on some 
holdings more concentrated food is bought than sold. Through- 
out the whole group the interest in livestock is so important 
that a guaranteed price for wheat would have very little effect 
on either production or income, and any measure which raises 


the price of feeding-stuffs without also raising the price of pro- 
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ducts will be detrimental to most of the occupiers, because they 
are more concerned with the selling price of animal products than 
with the selling price of cereals. In the latter case the general 
interest in the group is that of purchaser. On some few hold- 
ings the area under the plough might be increased to advantage, 
but the measure necessary is to prove to small holders that 
arable cultivation for the general provision of food for livestock 
is both possible and profitable. If the position of the occupiers 
of pasture holdings is to be improved by protective measures it 
will be necessary to increase the prices of animal and poultry 
products; without this any increase in the prices of corn will 
be detrimental to the occupiers and will probably reduce the 
production of the holdings. On a few holdings there is land 
which might be put under the plough, but the high cost of 
horse labour and the investment of capital in implements which 
will not be fully employed makes this an expensive process. 
Many, if not most, of the holdings which now provide a liveli- 
hood for a family consist of rich pasture which should not be 
broken up, and which can be made very productive while feed- 
ing-stuffs are fairly cheap. 

On arable holdings of more than twenty acres some benefit 
would be secured from a guaranteed price for wheat; but under 
a system of tariffs the benefit from higher corn prices may be 
reduced by any adverse effect on the market for animal products, 
especially pork and bacon. On mixed holdings the predominant 
interest is in the prices of dairy produce and livestock. There 
are some holdings on which the balance of sales and purchases 
of corn and other feeding-stuffs is in favour of sales, but through- 
out the whole group the balance will be on the side of purchases, 
though not to the same extent as on the mixed holdings of less 
than twenty acres. On some holdings the proportion of arable 
could be increased, but as cereals constitute only a small pro- 
portion of the total sales, this will scarcely be obtained by raising 
the price. Object-lessons in arable farming for livestock pur- 
poses would ensure greater and more enduring results; and even 
with a protective system which raised the prices of all products 
some education along this line would be necessary if production 
were to be increased. Incomes might be increased without 
increasing production, but no social benefit would then result. 
On many pasture holdings of more than twenty acres the pro- 
ductivity may be diminished by raising the price of feeding- 
stuffs. On others some land might be put under the plough, but 
unless arable cultivation were combined with the present forms 
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of livestock industry now practised very little increase in total 
production could be expected. 

In the group of holdings of from one to five acres in extent 
only 16 per cent. are wholly arable, and in the group of hold- 
ings from five to fifty acres only some 7 per cent. are arable, so 
the vast majority of occupiers are interested mainly or solely 
in some form of livestock products. Guaranteed prices for 
cereals will not affect them, except as taxpayers, but a tariff 
on corn will probably increase their expenses or diminish use 
of feeding-stuffs, and thus cause a decrease in production, with 
consequent diminution of income. 

It is true that small holdings under fifty acres in extent 
account for only 15 per cent. of the total area of cultivated land, 
the rest being held in larger farms, so that in the consideration 
of a policy for increasing the total output of agriculture they 
would not be entitled to much weight. On the other hand, they 
constitute two-thirds of the total number of agricultural hold- 
ings, and the welfare of the occupiers constitutes a considerable 
element in the total welfare of the families engaged in agri- 
culture ; and while the national revenue and the machinery of 
government are being employed to create more holdings of this 
size the welfare of the occupiers cannot be ignored. 

In the consideration of a policy of general protection more 
consideration than has been given above would have to be allowed 
to the position of the small holder as genera! purchaser and 
consumer, and also to his interest in the power of the urban 
wage-earner to purchase vegetables and fruit, poultry produce, 
dairy produce, and bacon, for these are, and must remain, the 
chief sources of his income. 

The interest of the farmer in the price of cereals increases 
in general with the size of his holding, for arable land accounts 
for only 27 per cent. of the total area under holdings of less than 
fifty acres, while it constitutes 41 per cent. of the total under 
holdings of from 50 to 300 acres, and 51 per cent. of the total 
under holdings of 300 acres and over; and the figures for live- 
stock on holdings show that a smaller proportion of corn is con- 
sumed on large than on small holdings. 

In general, the farmer’s interest in the price of grain varies 
with the proportion of arable and the side of the holding ; also, 
although all farmers are more interested in the prices of the 
necessaries of life as producers than as consumers, this interest 
increases with the total amount of the business. Some small 
holders who depend on another occupation for the major part of 
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their incomes may be more interested as consumers than as direct 
controllers of production who will reap the benefit of protective 
measures. To a few small holders depending upon cultivation 
for the family income higher grain prices offer some advantages, 
but to the bulk of them they offer none, and to others will be 
detrimental unless accompanied by higher prices of other 


products. 
ARTHUR W. ASHBY 


Institute for Research in 
Agricultural Economics, 
Oxford. 











THE REMUNERATION OF WOMEN’S SERVICES. 


AmonG the problems of reconstruction after the war, two at 
least are especially concerned with women, and they affect 
between them what are probably the two most important bodies 
of women—the industrial workers and the working-class mothers. 
The first is the problem of the position of women in skilled 
industry. The second is the question, what is to be done to 
safeguard the conditions under which children are born and 
reared, so as to ensure that the killing or maiming of so many 
of the best young men of the country shall not result in a per- 
manent enfeeblement of the nation’s stock. These two questions 
appear at first sight to have no particular connection. They are 
in fact, I believe, rather closely related, and though this paper is 
mainly concerned with the first, one of its objects is to show 
their inter-relation. 

The war has brought about a marked change in the position 
of both these bodies of women. Its outbreak found the working- 
class mothers mainly dependent on such portions of their hus- 
bands’ wages as these husbands, belonging to every grade in the 
hierarchy of labour, chose to give them. This source of mainten- 
ance being withdrawn by the enlistment of the men, the women 
have been transformed into an army of State servants, drawing 
their separation allowances direct from the State in amounts pro- 
portioned, not to the value of their husbands’ services, but to the 
size of their families. It is the largest experiment in the State 
endowment of maternity that the world has even seen. 

In industry, the outbreak of the war found the women workers 
confined almost entirely, except in a few occupations tradition- 
ally their own, to the lowest, most ill-paid, and unskilled occupa- 
tions. The barriers that kept them out of the skilled trades were 
for the most part unrecognised by law, but they were almost com- 
pletely effective, being built up partly of tradition, partly of 
trade union regulations, but mainly of the sex exclusiveness in 
which employers and employed made common cause. Against 
these barriers the “‘women’s movement” had beaten itself for 
half a century in vain, but within two years the necessities of 
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the war have broken them down—by no means completely, but 
to such an extent that it is plain that if re-erected they will have 
to be based frankly upon the desire of the male to protect himself 
from competition, and no longer upon the alleged incapacity of 
the female to compete. Of course, there may be processes in 
which such incapacity is a fact, but in view of recent experience 
there is a growing tendency among employers to put such cases 
to the test instead of taking them for granted. 

With regard to the first of these problems most people have 
assumed as a matter of course that at the close of the war the 
women who have drawn their allowances weekly at the Post 
Office will go back to their old condition of complete dependence 
upon the bounty of their husbands, the quay-porter’s wife who 
has been keeping eight children on a separation allowance of 33s. 
being, of course, reduced to her pre-war inferiority of income 
to her next-door neighbour, the ship-labourer’s wife, who has 
maintained one child on an allowance of 17s. 6d. 

With regard to the industrial workers, the restoration of the 
status quo ante bellum is admittedly more doubtful. The male 
workers, of course, with a few enlightened exceptions, would wish 
it, and, so far at least as Government work is concerned, Mr. 
Lloyd George, in pressing his scheme for the dilution of labour, 
gave certain very unqualified pledges to the trade unions which 
will have somehow to be redeemed. The women themselves, ill- 
organised and voteless, with the sentiment in favour of the 
returning soldiers not only strong against them but strong among 
them, could not by themselves put up much of a fight. But they 
are likely to have two powerful allies : first, in the employers, who, 
having tasted the advantages of a great reserve of cheap, docile, 
and very effective labour are obviously not going to let themselves 
be deprived of it without a struggle; and secondly, in the grow- 
ing public sense of the necessity on national grounds of making 
the most of our economic resources. 

The more intelligent of the trade unionists are conscious of 
the strength of both these forces and are showing a disposition to 
make terms. Among the resolutions passed at the Trade Union 
Congress held recently was one demanding “that the conditions of 
female labour should be settled by the trade unions.” 

The implied assumption that the women themselves need not 
be consulted is naturally .irritating, even to women who are not 
professed feminists. They are alarmed at the prospects of seeing 
their future in industry—their right to make a livelihood in the 
most profitable way—determined by a Parliament in which they 
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have no representation, or, worse still, trafficked away as the 
result of a legalised bargain between employers bent on. the 
exploitation of women and trade unionists bent on their exclusion. 
In the words of a manifesto issued by the National Union of 
Women’s Suffrage Societies, they have no mind “‘to be treated as 
a football in a game between Capital and Labour with the Govern- 
ment acting as umpire.” 

In nearly all previous instances of restrictive industrial legis- 
lation the object has ostensibly been the safety and welfare of the 
restricted class—women or young persons or children—although 
it is an open secret that much of the pressure behind the legisla- 
tion has had other motives. The pledges given to the trade 
unions in Circular No. 7 and elsewhere—that the dilution of 
labour shall be temporary—are probably the first instances for a 
century at least of Governmental interference with the right of 
the labourer to offer his labour in the most profitable market, 
based avowedly on the desire to protect a particular class of 
workers against competition. The success of the negotiations 
of which these pledges formed a part was thought necessary to 
the effective prosecution of the war, and no fair-minded person 
supposes that the Minister responsible for giving them was con- 
sciously influenced by the thought that the persons to be pro- 
tected were mainly voters, and those to be excluded were non- 
voters. That this is, in fact, the case is, however, an unfortun- 
ate circumstance, and the debates which took place in the House 
of Commons in August on the franchise question show that the 
Prime Minister and the leading members of the Government are 
well aware of this. The concession of women’s suffrage would 
do much to put the matter on a fairer basis, to gild any pills that 
may have to be swallowed by women, and to prevent a renewal 
in an aggravated form of the stormy agitation of the years before 
the war. 

But it would not, by itself, solve the real difficulty that lies 
at the root of the whole situation—a difficulty for which neither 
men workers nor women workers nor employers nor Parliament 
are to blame, but which, I venture to think, is habitually shirked 
by all of them, probably because of an uncomfortable fear that 
it is insoluble and cannot be vanquished, but only evaded by means 
of shifts and compromises or by pretending that it does not exist. 

This difficulty may be most shortly put in the form of a ques- 
tion: “Is fair competition between men workers and women 
workers possible, bearing in mind the customary difference in the 
wage level of the two sexes and the causes of that customary differ- 
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ence? In other words, is it possible for women to compete freely 
with men, without undercutting their standards of pay and so 
undermining their standards of life?” 

The reply offered by feminists to this question is usually 
prompt and unhesitating, and is practically a denial of the diffi- 
culty. Women, they say, must, of course, be allowed to compete 
freely in all occupations. But they must not undercut. They 
must demand and receive equal wages for equal work. This is 
the claim put forward by practically all women, except, of course, 
when they are themselves employing women. I have not yet met 
the feminist whose principles compel her to pay her waitress the 
wages that would be demanded by a butler. The same cry has 
been adopted by the more astute and enlightened of the trade 
unionists, who see in it an effective way of maintaining the exclu- 
sion of women while appearing as the champions of equality 
between the sexes. It is probable that these leaders will succeed 
in imposing their views on their followers, though many of them 
are obviously rather shocked in their hearts at the idea of a woman 
earning a man’s pay. They have a good deal of the feeling of the 
graduate of the London University, who in the early days of 
women’s claim to academic privileges declared that his (pass) 
degree would lose all its value in his eyes if he believed that even 
a single woman had attained to or received a like distinction. 
But after the experiences of the war the cry for unconditional 
exclusion is likely to meet with so little sympathy that we may, 
I think, expect with some confidence to see women and trade 
unionists uniting in this claim, and Parliament possibly, unless 
capitalist influences are too strong, giving it legislative sanction 
as the easiest way out of the difficulty. It is worth while, there- 
fore, to examine in some detail what the claim really means, how 
far it fits the actual conditions of social and industrial life, and 
how the attempt to enforce it is likely to work out in practice. 

First, it must be pointed out that in adopting a formula so 
vague and ill-defined as “equal wages for equal work” feminists 
are falling into a very palpable trap. What is meant by “equal 
work”? That men and women are engaged on the same process 
in any occupation does not, of course, in itself imply equality, 
unless both the quality and the quantity of the output are the 
same. A woman who produces less than a man may be of less 
value to her employer, even if piece work rates are paid, because 
her consumption of all the standing charges of the factory—floor- 
space, light, heat, machinery, superintendence—is greater in pro- 
portion to her output than his. 
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Even where both quality and quantity are identical it does not 
necessarily follow that she is an equally valuable or at least an 
equally acceptable employee. There are in the eyes of most 
employers certain standing disadvantages of women’s labour which 
have to be reckoned with. There is the fact that the law will not 
allow him to work her at night nor for overtime, except under 
rigid restrictions ; that her liability to sickness (in most trades) is 
rather greater ; that he cannot put her to lift heavy weights or to 
do odd jobs; that he cannot comfortably swear at her if she is 
stupid ; that, in short, she is a woman, and most employers, being 
male, have a “‘club” instinct which makes them feel more at ease 
with an undiluted male staff. Above all, there is the overwhelm- 
ing disadvantage, if the occupation is a skilled one, that she is 
liable to “go off and get married just as she is beginning fo be of 
some use.” ? 

Of course, there are advantages which to a certain extent 
counter-balance these disadvantages from the employer’s point 
of view. There is the greater docility of women; their greater 
willingness to be kept at routine work; their lesser liability to 
absence on drinking bouts, to strikes, and to other disturbances 
of the economic routine. But obviously most of these ‘“advan- 
tages ” are likely to be regarded by the employer rather as reasons 
why he can safely exploit women than as reasons why he should 
equitably pay them as much as men. 

If the object of the claim for “equal wages for equal work” is 
really to secure for women a fair field of competition with men, 
their work being accepted or rejected on its merits, then to secure 
this object it seems necessary that any permanent recognised dis- 
advantage that adheres to women workers as such should be 
allowed for by a pro rata rate reduction in their standard rates. 
The attempt to establish strict arithmetical equality between them 
goes further than is necessary to protect the men against unfair 
competition and really weights the scales against the women. 

Unless this is recognised and allowed for, any bargain that is 
struck on the basis of “equal wages for equal work ” will prove in 
practice the equivalent of total exclusion. It is difficult to find a 


1 How seriously the last-named fact may influence the economic value of 
women’s labour may be illustrated by the following instance, given me by the 
Chairman of an Education Committee, who is also an economist. At a training 
college for teachers of both sexes, it is estimated that the cost per head on the 
men’s side is 50 per cent. more than the cost per head on the women’s side. But 
“‘ marriage mortality ’’ among the women teachers is so great that it is reckoned 
that the cost of keeping up a given supply of women teachers is considerably 
higher to thetraining institution than that of the men teachers. 








60 THE ECONOMIC JOURNAL [MARCH 


modification of the formula that suits the facts, but possibly it 
should read “equal wages to workers of equal value.” 

But this does not dispose of the main obstacle to the realisa- 
tion of the principle thus laid down. To understand what this is, 
we have to ask ourselves how it has come about that the standard 
of women’s pay is, under normal circumstances and in the great 
majority of occupations, so much lower than the standard of 
men’s pay, even when they do work which is either identical or of 
fully equivalent difficulty. For in this connection it is quite as 
relevant to compare the earnings of, say, a Court dressmaker’s 
hands with those of a West-end tailor, as to compare those of men 
and women elementary teachers, though the demand for equalisa- 
tion has usually been confined to the comparatively few instances 
of identical occupations. 

The causes of the low rate of women’s wages cannot be dis- 
cussed in detail here, but they may be outlined. It is first neces- 
sary to make a distinction—so obvious that it ought not to need 
making, but which is nevertheless often ignored, between absolute 
and relative lowness. Women earn less than men, first, because 
they do, or till lately have done, chiefly the less valuable kinds 
of work. But they are also paid less in proportion to the value 
of the work they do, and that is the part of the problem which 
concerns us here. The reasons for the inferiority may be roughly 
scheduled as four. : 

1. Lack of trades organisation. 

2. Pocket-money or supplementary wage earning. 

3. A low standard of comfort. 

4. A wage requirement based on individual subsistence.! 

I do not propose to dwell upon the first three causes. They 
are obvious and easily understood, and their weight is, I believe, 
apt to be over-estimated rather than under-estimated. It seems 
better to reserve my space for a consideration of that cause which 
seems to me at once the most important and the most habitually 
under-rated, and which in default of a better name I have ven- 
tured to describe by the clumsy phrase, “A wage requirement 
based on individual subsistence.” 

In discussions on women’s wages, the fact “that men have 
families to keep” is usually alluded to in a casual way, as though 
its bearing on the question were about equivalent to that of the 
proposition that men expect beef and beer for their dinner while 


? The reasons are fully dealt with in a paper on “The Problem of Women’s 
Wages,” published by the Liverpool Economic Society, Northern Publishing 
Co., Liverpool. 
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women workers are usually tent with tea and pastry. Surely 
this is a rather astonishing ‘usta. e of the extent to which fami- 
liarity can blind even inte sigent observers to the significance of 
the most obvious facts of .uman life. After all, perhaps the most 
important function whi h any State has to perform—more impor- 
tant even than guardiug against its enemies—is to secure its own 
periodic renewal by providing for the rearing of fresh generations. 
Among human beings this renewal is a much more laborious and 
costly process than among animals. The pre-natal period and 
the period of immaturity last longer. Not only do children 
remain economically unproductive for fifteen years, more or less, 
from the time of their conception, but the lives of a considerable 
section of the adult female community have to be entirely given 
over to the work of rearing, educating, and training them. All 
this has got to be paid for somehow. During the last forty-six 
years the State has taken directly upon itself the cost of the school 
education of its young, and it is gradually in a hesitating and half- 
hearted way taking over the cost of some of the minor provisions 
necessary for child-nurture, such as midwifery (paid for through 
the maternity benefit), medical attendance (through child-welfare 
centres, medical school inspectors, &c.). But the great bulk of 
the main cost of its renewal it still pays for, as it has always done, 
by the indirect and extraordinarily clumsy method of financing 
the male parent and trusting to him somehow to see the thing 
through. It does not even finance him directly, but leaves it 
to what it is fond of calling “blind economic forces” to bring it 
about that the wages of men shall be sufficient for the purposes of 
bringing up families. The “blind forces” accomplish this task, 
as might be expected, in a very defective and blundering way, 
with a good deal of waste in some places and a much worse skimp- 
ing in others, but upon the whole they do accomplish it. The 
wages of men in most occupations are sufficient to rear a family, 
not, indeed, in many of them as families ought to be reared, but 
without glaring violation of the man’s own standards, those 
standards which he expects to satisfy before he marries and has 
children, and which the laws of supply and demand, aided by 
public opinion, custom, and trade organisation, enable him to 
enforce upon his employer. Whether he expends the wages so 
received upon his family or upon his own “menus plaisirs” 
depends, of course, entirely upon his goodwill, since the State, 
though it recognises in theory the rights of wife and children to 
maintenance, does practically nothing to enforce it ; such laws as 
do embody this right being so imperfect and so badly carried out 
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that they are next door to valueless as a protection. In the normal 
case, however, the family does receive the benefit of the man’s 
wages, at least up to the point of minimum subsistence level, and 
the vast majority of wives and of children below fourteen are 
wholly or mainly maintained out of this source. In other words, 
the wages of the worker represent not only the value of his 
services to his employer, and through him to the community, but 
also the value of his wife’s services to him and their children, and 
through them to the community, and, in addition, the value to 
the State of the children themselves. His wages, in short, are 
the channel by which the community, indirectly and only half- 
consciously, pays for the continuance of its own existence and the 
rearing of fresh generations. The amount so paid becomes part 
of the cost of production of the commodities produced or services 
rendered by the trades or occupations which male workers follow, 
and comes eventually out of the pockets of the community as 
consumers. 

The wages of women workers are not based on the assumption 
that “they have families to keep,” and in so far as these wages 
are determined by the standard of life of the workers it is a 
standard based on the cost of individual subsistence, and not on 
the cost of family subsistence. It is perfectly true that many 
women workers (according to information obtained by the Fabian 
Women’s Group, about 50 per cent. of them) contribute towards 
the maintenance of relations, and no doubt that fact, by making 
them more ambitious and anxious for money, exercises a certain 
upward pull upon their wages. But it must be remembered that 
against the influence on wages of the woman who keeps others 
besides herself must be set the influence of the pocket-money or 
supplementary wage-earners who do not even keep themselves— 
the daughters living partly on their fathers, thé wives working 
to supplement their husbands’ wages, and the widows who eke out 
their poor relief. The number of women whose family responsi- 
bilities are really equivalent to the normal responsibilities of the 
average-sized household of man, woman, and three children is, 
after all, very small. Even the position of the independent widow 
householder is not really comparable, since the family she works 
for has lost its most expensive member. 

If this view of the facts is correct, it would appear that the 
differences between the wages of men and women is a much more 
deep-rooted thing than is commonly supposed. It has its roots 
im an arrangement which to most people appears a fundamental 
part of the social structure, the arrangement by which the finan- 
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cial responsibility for the upbringing of the family is thrown on 
the father. The argument that it is an indisputable principle of 
justice that if men and women do the same work they shall 
receive the same pay can be countered by the proposition, appa- 
rently equally indisputable, that if men are to pay for the upbring- 
ing of the rising generation they must be given some money to 
do it with. Looked at in this way, the claim of women who do 
not bear the same domestic burdens to receive the same remunera- 
tion seems to involve an ignoring of the still more potent claims 
of those wives and mothers who are rendering the most essential 
of all services to the State, who have to be maintained during the 
performance of those services, and who are at present receiving 
their maintenance in an indirect fashion through the wages of 
their husbands. 

The line of argument I have been following usually either 
irritates or depresses all women who have the interests of their 
own sex at heart, because it seems to point to an impasse. If the 
wages of men and women are really based upon fundamentally 
different conditions, and if these conditions cannot be changed, 
then it would seem that fair competition between them is impos- 
sible, and that women are the eternal blacklegs, doomed despite 
themselves to injure the prospects of men whenever they are 
brought into competition with them and by a sort of irony of fate 
’ to undermine just those standards of family life which should be 
most sacred to them. If that were really so, then it would seem 
as if men were justified in treating women, as in practice they 
have treated them—as a kind of industrial lepers, segregated in 
trades which men have agreed to abandon to them, permitted to 
occupy themselves in making clothing or in doing domestic ser- 
vices for each other, and in performing those subsidiary processes 
in the big staple trades, which are so monotonous or unskilled 
that men do not care to claim them. The result of this treatment 
has been a marked growth of unrest and discontent, due as much 
to the consciousness of thwarted powers and undeveloped capa- 
cities as to actual suffering through underpayment and unem- 
ployment. No one who is in touch with women workers can 
doubt that any attempt to shut them up again in their compounds 
after the war will inevitably be followed by a renewal of this 
discontent in a much more vocal and embittered form. This is 
partly because their experiences during the war will have given 
them greater confidence in themselves and a taste for the satis- 
faction that is to be found in skilled, responsible, well-paid work ; 
partly because, owing to casualties and to emigration, the propor- 
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tion of the present generation of women who must remain 
unmarried will be considerably increased. 

On the other hand, if free competition without the attempt to 
equalise wages is permitted, trade unionists are undoubtedly right 
in thinking that such competition is likely to be a much greater 
danger to their own standards than in the past, because the 
potentialities gf women’s labour are so much better understood 
by employers. These will certainly resist, and will receive a 
considerable measure of public support in resisting, any attempt 
to handicap them in their task of competing against foreign coun- 
tries by cutting off from them an important source of labour 
supply which is open to their competitors. 

No intelligent observer who reflects upon these facts can deny 
that the future solution of the problem is doubtful and difficult, 
and that it opens up unpleasant possibilities of class antagonism 
and sex antagonism ; that for women especially it seems to offer 
a choice between being exploited by capitalists or dragooned and 
oppressed by trade unionists. It is a dismal alternative. 

The most immediately practicable way of opening a door out 
of the difficulty would seem to be by means of one of those illogi- 
cal compromises which are so dear to the British mind. The 
claim of women to a free entry to occupations may be conceded, 


subject to the condition that their labour is paid for at the same 


rates as male labour, and as it is obvious that they would be 
powerless by themselves to enforce this condition, it may receive 
legal sanction. This would probably involve a gigantic extension 
of the system of trade boards, at present confined to a few 
sweated trades. The practical difficulties to be overcome in secur- 
ing the effective operation of such a machinery are, of course, 
innumerable. But they are probably not insuperable, and the 
plan might work fairly well as a makeshift, provided always that 
women with the employers’ help manage to escape the almost 
insolently obvious trap that trade unions are already laying 
for them, by insisting that the rates of pay which they are per- 
mitted to accept shall be sufficiently lower than men’s rates to 
balance, but not more than balance, the inherent disadvantages 
of female labour. It is true that such an arrangement ignores 
the distinction between the wage requirement of the two sexes, 
and would mean in practice securing for the woman worker a 
standard of living considerably more generous than could be 
enjoyed by male workers drawing the same wage but burdened by 
greater family responsibilities. But there is nothing more illogical 
or more unjust in that than in paying to bachelors and fathers of 
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one child the same wage that is paid to the father of fourteen. 
The industrial woman worker has had such a cruelly hard time in 
the past that no woman at all events will grudge to her any 
windfall that may come her way. 

But the arrangement is obviously a makeshift without finality. 
If wages are to be regulated by the State, who can suppose that 
its interference will be limited to those trades where both sexes 
work? Obviously this would give the employer the strongest 
inducement to eliminate one sex or the other, so as to be free 
from control. If State regulation is extended to all trades, upon 
what is the standard laid down to be based? Can one justify 
levelling up women’s wages to men’s in trades where they both 
work, while keeping them on an altogether lower scale in wholly 
feminine trades of equivalent difficulty ? 

Is there not a more excellent way? The one thing that might 
conceivably reconcile the woman worker to a continuance of the 
present limitations upon her industrial opportunities, to meagre 
earnings and to monotonous work, would be the belief that her 
sacrifice was a necessary part of a social system upon which the 
maintenance of family life, the welfare of future generations, 
depend. For, after all, the majority of women workers are only 
birds of passage in their trades. Marriage and the bearing and 
rearing of children are their permanent occupations. But when 
we turn our eyes from the industrial world to the homes of the 
workers, is the spectacle of what we find there one that arouses 
much enthusiasm for the preservation of the existing order? The 
arrangement by which the most fundamental necessity of the 
State, the necessity for its own reproduction, is left to haphazard 
individual effort is so ancient and universal that most people never 
think of questioning it. But in this, as in other spheres, the 
war has taught us that, where national interests are at stake, go- 
as-you-please methods may be too dearly paid for. There is so 
much futile prattle about child-welfare and the subject is so 
attractive to sentimentalists and amateurs that the real student 
tends to shy away from it. But the question of child supply, its 
quantity and quality, is surely at least as well worth serious con- 
sideration as the question of wheat supply. Can anyone who 
thinks about it seriously defend the system which makes the re- 
muneration of all the services connected with that most impor- 
tant supply dependent upon and subsidiary to the remuneration of 
a quite different and irrelevant set of services, those of the indus- 
trial workers? Consider what happens in the average working- 
class family. 
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The wage-earning capacity of a man in the unskilled and the 
less skilled trades and in all occupations mainly dependent on 
physical force, reaches its maximum when he is still quite young, 
often before he is married. As a bachelor his income affords 
an ample margin for his pleasures. When he marries, what has 
sufficed for one has to suffice for two; as children come, it has 
to suffice for three, four, five, for as many children as he chooses 
to have. This has several alternative results, all of them bad. 
At the best, husband and wife restrict more and more closely their 
personal expenditure, till all but bare necessities have been given 
up. As each child is born, a bit is pinched off the share of its 
elders in order to make a portion for the newcomer. If the 
husband is selfish, it is the wife and children who do all the 
pinching. In an assembly of married working women one can 
usually pick out at a glance which is the mother of a first baby. 
She is well clad and comely ; the baby kept “‘like a little prince.” 
As the claims on her money and time increase, her standard must 
be lowered. The home is less well kept, the children are worse 
fed, worse clad, and worse disciplined. She herself becomes 
anxious and haggard or coarsened and indifferent. There are 
miracle-working members of large families of whom all this is 
untrue, but they are a minority. 

Those married couples who are cautious and self-regarding 
meet the difficulty in another way: by restricting the number 
of their children. The rapid growth in the practice of limiting 
families has attracted much public attention lately, but its 
quantitative effect is not the most serious. It seems quite 
plain that while the upper middle and upper working 
classes are practising rigid restriction, the strata below them, 
including the whole slum population, are multiplying as freely as 
ever, while the health authorities combined with private benevo- 
lence do just enough to keep the slum babies alive, but not enough 
to keep them healthy. Hence we are as a nation recruiting the 
national stock in increasing proportion from those who have sunk 
into the lowest strata because they are physically, mentally, or 
morally degenerate. 

_Even in the normal household, therefore, when wife and 
children get their fair share of the husband’s wage, there is no 
guarantee that that share is adequate for healthy maintenance, 
and the system seems drrational. Pharaoh compelled the 
Israelites to make bricks without straw, but even he did not 
double the quota of bricks exacted each day without allowing 
any increase in the supply of clay. 
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The worst feature of the system, however, is that it provides 
no guarantees that wife and children shall receive their fair share 
of the wage which the husband earns nominally in respect of his 
own exertions alone, though really, if the reasoning of this paper 
be correct, upon the hypothesis of their existence. Law and 
custom encourage him in the belief that the money is his own, 
and Englishmen are strong in the conviction that a man has a 
right to do what he likes with his own. Unless he carries neglect 
so far as to bring upon himself the attentions of the 5.P.C.C. on 
to provoke his wife to demand a separation, he is subject to no 
pressure even from public opinion, and as selfishness and self- 
indulgence are tolerably common failings in all classes, the pro- 
portion of families where this freedom is abused, though no doubt 
it represents a minority of the population, is still an exceedingly 
substantial minority. 

All experienced social workers and all persons whose profes- 
sional work brings them into intimate contact with the homes 
of the people know how much of the premature old age, the 
chronic anemia and ailments of the women, the mal-nutrition 
and physical or mental degeneracy of the children, is due to this 
cause. 

Many observers, while admitting the defects of the present 
system, appear to think that any attempt to disturb it, to relieve 
men from the financial responsibility of the maintenance of their 
families, or to release wives from total dependence on their hus- 
bands, would undermine parental affection and destroy the 
sanctity of family life. It may, however, be doubted whether the 
bonds between parents and children, husbands and wives, are 
really dependent to any considerable extent upon the financial 
relations between them. ‘There seems no reason to suppose that 
the custom of marriage settlements in the middle and upper 
classes injures the marital relation, while there can be no doubt, 
I think, in the minds of any who have had much to do with 
married women of the working-class, that friction about money 
and bitter resentment when they are unable to satisfy the needs 
of their children because of the selfishness or thoughtlessness of 
their husbands have in many of them effectually destroyed affec- 
tion very early in their married lives. During the war many of 
these women have tasted for the first time the sense of security, 
of ease and dignity that comes from the enjoyment of a settled 
income, proportioned to the size of their families and paid directly 
to themselves. It will be interesting to see how, when the war 


is over, they will take the restoration of pre-war conditions. It 
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is not pleasant to reflect how many prototypes there are of the 
two women in Punch who “did not think the war would last 
long; it was too good to last.” Let every man who blames them 
imagine what it would be like to be absolutely dependent upon the 
whim of one human being, not only for every penny which he 
spent on himself, but for all the tools and materials for carrying 
out his work in life. 

It is outside the scope of the present article to consider what 
should be the basis, the scale, and the machinery of any system 
by which the State should take upon itself the prime cost of 
rearing future generations. It might be done through a continu- 
ance of something resembling the present system of separation 
allowances, which provides for the upkeep of individual homes. 
The allowance might be on a flat rate—so much for the woman 
and so much for each child; or it might be dependent to some 
extent on the amount of the allotment made by the man from 
his pay. Or, again, our system of elementary schools might be 
developed into day boarding-schools, where children were fed and 
clad as well as taught, and could enjoy organised play. In the 
upper and middle classes, practically every parent who can afford 
it either commits his children to such schools or sends them 
altogether away from home. Yet it is commonly assumed that 
the discipline of the ordinary working-class home and the play- 
ground of the streets are sufficient for the working-class child, 
and when the results are bad the over-driven mother is blamed. 

Whatever system were adopted, it is probable that a large pro- 
portion of the husbands would desire to supplement the Govern- 
ment provision, and consequently “having families to keep” 
would still exert an upward pull on the wages of men as compared 
with those of women. ‘The potentialities of individual spending 
are for both sexes so great that it is pretty certain that both would 
continue to struggle for as high wages as they could get, and 
would invoke all the resources of trade unionism and _ political 
influence to enforce their claims. But the main reason for the 
differentiation in wages between the two sexes having disappeared, 
competition between them that was at once free and fair would 
be for the first time possible, and the services of women—not only 
in industry, but in the home—would be remunerated on their 
merits. 


‘ ELEANOR F. RATHBONE 
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The Financial System of the United Kingdom. By Henry Hices, 
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Fifty Years of the Eachequer and Audit Departments Act. 
Memorandum by the Comptroller and Auditor-General. 
(London: Wyman and Sons. 1916. Pp. 12. Price 13d.) 

In addition to their general merits, these works have a special 
value as affording a clear and complete account of the machinery 
by which the British financial system was kept in effective working 
in normal times. They are, in American phraseology, ante-bellum 
in character. Taken together, they enable the reader to regard 
the subject from different points of view. 

The strictly official attitude of the “Memorandum” is sup- 
ported, but developed, by the commentary which Mr. Higgs pre- 
fixes to his collection of documents, and a lighter tone is given 
in the successive chapters of Mr. Young’s well-written book. 

Appearing just at the time when the old and well-established 
order of things financial seems to be submerged by the inundation 
of war, they have an historical as well as a scientific importance. 
They exhibit in definite form the essential conditions which have 
moulded the form and structure of British finance. 

The student of the foreign literature on finance would place 
Mr. Higgs’s and Mr. Young’s books under the head of writings on 
“The Budget”; but such a technical title, though perfectly 
correct, would certainly have scared English readers away. Both 
writers give the conception of the Budget a prominent place. Mr. 
Higgs defines it as “the estimated balance-sheet of the revenue 
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and expenditure of the financial year” (p. 37). To Mr. Young 
it is “the plan of campaign to raise revenue to meet the estimated 
expenditure ” (p. 41), and this, he later on declares, is “the pith 
and centre of the year’s finance ” (p. 74). Round this central point 
are grouped the various processes that make up the recurring series 
of financial work. We are led on from the “estimates,” which 
begin in the many Government departments, to their concentra- 
tion and presentation to Parliament, their embodiment in the 
Finance Bill, and finally to the application of the funds to their 
proper purpose under the check of the agencies for appropriation 
and verification. Mr. Young, with, perhaps, some departure from 
the strict limits of his subject, gives a chapter to the collection 
of revenue, and with greater justification both writers explain the 
functions of the Bank of England in the business of managing the 
national finances. ” 

Among the broad results that are established and made plain 
in these studies the most important is the power of Parliament, 
or, more accurately, the House of Commons, in the ultimate 
control of financial action. The constitutional theory of Parlia- 
mentary supremacy receives effective illustration from the several 
stages of the annual financial proceedings. In the documents 
collected by Mr. Higgs, Acts of Parliament and Standing Orders 
of the Commons form much the larger part. It is through the 
vigilance of critics in the House and the necessity of satisfying 
their claims that there has been gradually shaped, not the most 
logical, but in practice the best financial organisation in the world. 
We must, however, keep in mind the slowness of this develop- 
ment. Each part of the machinery has had its own changes and 
adjustments in order to bring it into proper shape. 

Thus the methods of securing due accountability for the 
application of the various portions of the revenue to the purposes 
for which they had been assigned by Parliament were long in a 
very imperfect condition. In his chapter on “Appropriation and 
Audit” Mr. Young explains that “it was not until at least a 
century after the time at which Parliament established its right 
to appropriate that it woke up to the inadequacy of a formal appro- 
priation to secure its purpose, unless it exercised some control over 
the actual expenditure. During the first half of the nineteenth 
ventury- it was becoming clear to financial reformers that the 
active enforcement of the appropriation of grants, even after they 
had been released from tle control of Parliament for the use of 
the spenders, was a necessary coping-stone of the structure of 
Parliamentary control over finance. The financial genius of Glad- 
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stone gave the principle clear expression. ‘It is undoubtedly the 
business of the House of Commons,’ he said, ‘ to be responsible, 
not only for the inception of all public expenditure, but also to 
follow money raised by taxation until the last farthing is accounted 
for’” (pp. 147-8). 

In his Financial Reform, published in 1830, Sir H. Parnell 
exposed the abuses in the methods of audit; but thorough reform 
was not attained until 1866 by the passing of the Exchequer and 
Audit Departments Act, which occupies the place of honour in 
Mr. Higgs’s collection of documents, and is the text on which Sir 
H. J. Gibson’s Memorandum is the comment. “This was,” the 
latter tells us, “the last of a series of great financial reforms that 
marked the middle of the last century. Besides giving legislative 
sanction to some of the earlier reforms, the Act gave Parliament a 
real control over public expenditure by directing that accounts of 
all Supply Votes, as well as of the issues from the Consolidated 
Fund for services charged directly on the Fund, should be audited 
and reported on by an officer independent of the Executive Govern- 
ment, the Comptroller, and Auditor-General, and that the accounts 
with his reports should be laid before the House of Commons” 
(p. 2). 

The extension of this system of supervision to various out- 
lying departments and its improvement by more effective provi- 
sions for the application of the control is traced in the Memoran- 
dum. In particular, the work of the Public Accounts Committee, 
both as to the improvement of forms of account and classification 
and in later years as to the merits of expenditure without trenching 
on questions of policy, is emphasised. The steps in the develop- 
ment of such a convenient system of financial control are the out- 
come of the special conditions of English Parliamentary life. 
They stand in remarkable contrast to the Continental methods 
developed under French influence. A discussion of the differences 
would form an instructive supplement to the treatment of the 
English system by the writers that we are reviewing. 

Many technical problems of financial organisation come up for 
treatment. The circumstances, e.g., under which a transfer of 
funds from one vote to another is admissible—what is known to 
French financial students as a virement, a convenient term 
adopted by both Sir H. J. Gibson and Mr. Higgs—-are explained 
at some length by Mr. Young, who shows the use of the Treasury 
sanction for the adjustment on Army and Navy Votes. 

More interesting than these minuti@ of financial practice is 
the financial regulation of the modes of State borrowing. In 


ee RS aoa ee 


biaiidh diseaiRiaian esate eee 





72 THE ECONOMIC JOURNAL [MARCH 


accordance with his deliberately imposed limitations, Mr. Higgs 
tersely sets forth the provisions regulating the National Debt in 
its different forms (pp. 57-63 and 89-94) without comment or 
criticism. No less than three chapters are given by Mr. Young 
to the subject of “Debt.” In the case of floating debt a nice 
gradation is indicated. ‘When the Government needs a loan for 
a few days or weeks, it gets an advance from the bank. When 
it needs it for a few months it borrows on Treasury Bills. When 
it needs it for a few years it borrows on Exchequer Bonds. When 
it needs the loan for a long term of years, and wants to make sure 
of repaying it, there is another way in which it can raise the 
money, and that is by what is called a Terminable Annuity ” 
(p. 264). 

Very recent experience proves that there is still another form 
in what has been called the “limited option” loan, such as the 
great British loans of the present war. The same striking instance 
tends to show that the distinction between the floating and the 
funded debt is really one of degree, and need not be unduly 
pressed. The essential point is to secure that a large block of 
debt should not mature for payment at an inconvenient time. 

Mr. Young’s experience as a “City editor” has led him to 
notice the influence on the money market of Government dealings 
with the debt. ‘Money in the hands of the Government . . . is 
money that is lying idle. The more the Government has, the less 
there is to use in trade and commerce. For the sake of trade it is 
good that the Government’s balances should be as small as pos- 
sible, and the way for the Government to make them as small as 
possible is for the departments to make their disbursements as 
soon as they can after they have got money to make them with, 
and to invest as promptly as they can any funds on deposit and 
any other money for which they have no immediate use” (p. 302). 
This difficulty, which so hampered the American market through 
the system of the Independent Treasury, is very much reduced by 
the agency of the Bank of England, and could probably be more 
so if the ‘times of payment were precisely fixed. Some incon- 
venience cannot be avoided, especially in great loan transactions, 
such as those of the present time. 

The critical student of public finance will naturally regard 
Mr. Higgs as furnishing the clearest and most concise account 
of the formal side of the, British system. The position of the 
author gives a quasi-official character to his exposition of financial 
procedure. The mode of treatment is necessarily dry; Treasury 
minutes are recognised as being entitled to be treated with due 
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and proper solemnity. The author’s claim “to be useful” is 
abundantly justified. 

Mr. Young has not inherited the Treasury tradition. He rather 
adheres to that which Bagehot founded, and which is now repre- 
sented by Mr. Hartley Withers. He is not in the least afraid of 
popular language. Nor is he overawed by the dignity even of the 
Committee of Public Accounts. “If the Committee,” he tells us, 
“has censured something, the Treasury communicates the censure, 
adds its own, and tells the department that it must not happen 
again. It is common indeed to find an opinion expressed with 
judicial mildness by the Committee enforced with far stronger 
language by the Treasury in communicating it to the department. 
Where the Committee has roared as mildly as a sucking dove, the 
Treasury roars like a Libyan lion” (p. 154). 

In short, the ordinary citizen who is curious about matters of 
State finance will prefer to learn from Mr. Young. Should he 
take Mr. Higgs as his guide he will get correct information, as, 
e.g., in the following passage : 

“The Budget speech is made in Committee of Ways and 
Means—which is, as already stated, a Committee of the whole 
House—and as soon as possible after its completion the Com- 
mittee is asked to vote the necessary resolutions. The majority 
of taxes rest upon permanent statutes, but in order to ensure 
adequate control by the House of Commons, two taxes—one an 
indirect tax, the Tea Duty, and one a direct tax, the Income Tax 
—are of only annual duration. The Tea Duty runs from the Ist 
July, and the Income Tax from the 6th April in each year” (p. 40). 

How Mr. Young deals with the same matter may be seen by 
referring to pp. 74-5 of his book. 

Each author has done his work well in his own way, and the 
reader of both can hardly fail to realise not only the leading 
features, but even the smaller details, of the British system of 
finance as it stood in July, 1914. He will also, we believe, feel 
that the structure rested on a thoroughly sound and enduring basis. 


C. F. BASTABLE 
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INDUSTRIAL FATIGUE. 


First and Second Interim Reports to the Home Office on an 
Investigation of Industrial Fatigue by Physiological Methods. 
By A. F. Stantey Kent, M.A., D.Sc. [Cd. 8056 and 8335. ] 
(Pp. 34 and 76. Price 43d. and 1s. 6d.) 


In the two years and a half that have elapsed since the publi- 
cation in the Economic JouRNAL of June, 1914, of Mr. Rams- 
bottom’s article on “Industrial Fatigue,” progress in the means of 
knowledge on this subject has been rapid. The Committee of 
the British Association have published two “interim” yet longish 
reports, the first embodying much American material till then 
unknown in England; the Health of Munition Workers’ Com- 
mittee have published several informative memoranda, notably 
No. 7, “Industrial Fatigue and its Causes,” and No. 12, “Statisti- 
cal Information concerning Output in Relation to Hours of 
Work,” collected by Dr. H. M. Vernon; and, finally, Dr. Stanley 
Kent has presented two interim reports to the Home Office, “On 
an Investigation of Industrial Fatigue by Physiological Methods.” 

With a common aim, these different investigations have not 
pursued the same methods. The Health of Munition Workers’ 
Committee have used the decrease of output as the main test of 
fatigue, while the British Association Committee have also used 
the increase in accidents test. In his first report Professor Kent 
confined himself to “physiological” tests of fatigue, but in his 
second report he has added such “industrial” tests as the decrease 
of output and the increase of lost time to his original physiological 
methods. These methods are fully described in Professor Kent’s 
first report, but such of them as he considered worth using for his 
second report are reducible to tests of the quickness of response 
to a stimulus (reaction-time test) or to tests of the acuity of eyes 
in distinguishing letters or of ears in catching the ticking of watch 
(special senses test) or else to such purely physiological tests as 
the blood-pressure. ‘‘In view of the simplicity of application and 
consistency in results obtained,” it is to the special senses tests 


that Professor Kent attaches most value. (First Report, p. 16.) 
These physiological tests lie midway between purely laboratory 
‘experiments ” and pure observations of “industrial” events (out- 
put, accidents, or lost time). Though the acts that Professor 
Kent tested (c.qg., the distinguishing of letters) did not form part 
of the industrial life of the individual subjects tested, yet these 
subjects, at any rate, were workmen just arriving at or leaving 
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the factory or the mine ; they were not laboratory cats under glass- 
cases. Moreover, the acuity of eyes and the quickness of response 
—if not the other tests—are very important elements of several 
common industrial operations, that of attending and controlling 
machines, for instance. 

The conclusions reached by Professor Kent cover a very wide 
ground. He has investigated “‘periodic” fatigue as the British 
Association has done ; he has compared the degree of fatigue pro- 
duced by working longer or shorter hours, as is done in Memoran- 
dum No. 12 of the Health of Munition Workers’ Committee ; and 
he has also combined the two types of investigation by tracing the 
effect of long hours on the efficiency of the different working 
periods. Accumulated fatigue—such fatigue as is not relieved 
by the periodic rests of industrial life, when, for instance, though 
the hours of work are not altered the workers begin again every 
Monday a little more fatigued than on the Monday before—Pro- 
fessor Kent has not yet tackled. Yet socially it is by far the most 
serious type of fatigue, and the physiological methods of Professor 
Kent seem pre-eminently adapted to its measurement. 

Under the term “‘ periodic fatigue ’’ may be placed the diminu- 
tior. of working capacity during the course of the three regularly 
repeated working periods of English industry : the spell, the day, 
and the week. Spell fatigue is mainly the effect of continuous 
strain till relieved by a meal-break, and was investigated by the 
British Association Committee by recording the output or acci- 
dents for every hour of the spell, and noting any fall in the former 
or rise in the latter; but Professor Kent confines himself to the 
investigation of daily and weekly fatigue. Not only the industrial 
tests, such as the record of the output for each spell, but all the 
sample tests displayed of the workers’ condition before and after a 
day’s work, yield the following striking results. (Second Report, 
p. 43.) 

“Where the factory day consists of four working periods, 
output is low during two of these, viz., the early morning period 
and overtime.” 

Professor Kent unfortunately does not summarise the propor- 
tions numerically, but a personal calculation from a long set of 
observations will show that, reckoning the rate of output of the 
middle periods of the day as 100, the before breakfast spell rate 
and the overtime rate among certain lint and boracic lint packers 
as a whole is only 90 and 79°5 respectively. 

“The unsatisfactory output of the early morning period (before 
breakfast) is due partly to loss of co-ordination. It appears to 
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depend also upon lack of rest, lack of food, and general discom- 
fort. These things arise indirectly from excessive hours of 


labour.” 
“The unsatisfactory output of the overtime period is due to 


fatigue.” 

“The lowest output of the day is often found in the early morn- 
ing period at the beginning of the week and in the period of 
overtime at the week’s end.” 

As regards the output of different days of the week, Professor 
Kent emphasises the frequency of a low output on Monday and a 
high output on Saturday. The low output he attributes, as in the 
case of the before breakfast spell, to a loss of “practice,” or, in his 
own words, to a “loss of the special co-ordination which resulted 
from the prolonged performance of a particular set of actions” (p. 
35), the high output to “the anticipation of the week-end rest” (p. 
27). It is interesting to note that both these influences are found 
also to affect the rate of accident,-which is high on Monday and 
low in the hour before a meal-break. Indeed, the importance of 
“anticipation ” was first suggested by the hourly accident record. 

Under the term “comparative ” fatigue studies may be placed 
all investigations of the effect of varying the length of working 
time, the classical example of which is Abbé’s experiment in 
reducing the hours at the Zeiss Optical Works. Professor Kent 
has compared the rate of output when all four spells are worked, 
when overtime is dropped, and when both overtime and the spell 
before breakfast are dropped—all other circumstances remaining 
the same. His conclusions should be taken to heart by all busi- 
ness men—and those for whom they contract. To take only one 
example, the actual total output of three bobbin-winders was 
found to be greater when working ten hours a day than when 
working twelve hours a day by more than 5 per cent. (p. 40). 

Combining “periodic” and ‘‘comparative” studies, Professor 
Kent finds that “during the middle periods of the day output is 
normally high, but is lowered by the working of overtime. This 
diminution is often so great that the total daily output is less 
when overtime is worked than when it is suspended. Thus over- 
time defeats its own object.” The average rate of output of eight 
winders for the two middle periods of the day when overtime and 
the before breakfast spell were worked was 264 bobbins per hour ; 
when overtime was abolished it was 269; when the before break- 
fast spell was abolished too: it rose to 297°5, and when this spell 
was reintroduced it fell to 251 (p. 438). 

As to means of preventing fatigue besides the elimination of 
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overtime and Sunday labour, which, to use a medical phrase, is 
so clearly ‘‘indicated” by the periodic and comparative studies 
cited above, Professor Kent calls attention to the high degree of 
recovery during pauses, to the difficulty of physiological adjust- 
ment when shifts change over as often as every week, to the 
workers’ own power of “‘balancing ” of long hours by a low speed 
of work, and also to the-nutritive value of the food taken and the 
method of taking it. There is a table (p. 47), admirably arranged, 
comparing the high price of protein as found in the fish and chips 
habitually consumed with their price as found in bread, cheese, 
and still less popular foods. Investigation of individual output 
also suggested the need for a snack before coming in to work the 
before breakfast spell. 

The presentation of Professor Kent’s experiments and observa- 
tions is commendably detailed. Particularly interesting and 
informative are the charts showing both the “before work” and 
the ‘after work” readings (and not merely the difference of the 
two) from each individual physiological test, and in his first 
report at least Professor Kent has not shrunk from exposing the 
high deviations, not to say contradictions, of individual readings, 
and hence the inconclusiveness of any average for the group. The 
necessary detail, too, is provided about the condition and habits 
of the workers tested, though an economist would demand fuller 
attention to the method of remuneration as a factor influencing 
the course of output and inversely of fatigue. Workers under a 
time-wage, such as the lint packers (p. 32), are more likely to flag 
only because they feel tired, while with piece-workers, like the 
bobbin-winders, the day before “‘pay-day”’ is liable to upset the 
finest physiological calculation. 

The full information so useful to the student is not, however, 
always coupled with the lucidity essential to a general grasp of 
the situation. The absence at the foot of many of the output 
tables of grand totals and averages militates against any popular 
quotation of the figures involved, while the repeated statements 
in different forms of the same records leads to bewilderment and 
an over-emphasis on certain portions of the data. Jour series 
of tables in different parts of the report, covering ten whole 
foolscap pages with figures, present the output of eight bobbin- 
winders in the course of the five weeks from January 25th to 
March 7th, 1916 ; but the same observations on four of the winders 
are used twice and on one of them three times, while the observa- 
tions on three of them (Nos. 8, 10, and 13) are included in all 
four of the series of tables. 
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At times the difficulty is not merely one of comprehension. In 
the physiological part of the Second Report it was “found impos- 
sible to reproduce all the results obtained” (p. 9), but instead of 
average results being presented for each kind of test, typical 
samples only are vouchsafed us, “the results of a small propor- 
tion of the many hundreds of tests carried out” (p. 15). This 
is hardly scientific. What is the typical case is not decided here 
by its approximation to a statistical average or mode, but admit- 
tedly by a personal judgment. It is to be hoped that in his next 
report, to which we can all look forward, Professor Kent will 
find some means of generalising all the separate observations from 


each type of test. 
P. SARGANT FLORENCE 


Tur BbLAck DEATH. 


Oxford Studies in Social and Legal History. Vol. V. The Black 
Death. By A. E. Levert and A. BaLLarp. Rural North- 
amptonshire under the Commonwealth. By R. LENNARD. 
Price 12s. 6d. net. 


In two directions the study of English economic history has 
made marked advance within recent years. Apart from the pub- 
lication of a great mass of new material, the methods of historical 
inquiry have changed in character. Not only are the sources 
being subjected to a minute and accurate investigation, more 
scholarly and thorough than anything attempted by the older 
school of historians, but there is also a wider perception of the 
danger of generalising from insufficient data. 

Miss Levett has produced an admirable monograph, which 
bears on every page of it traces of patient and untiring research, 
and inspires confidence by the obvious care and judgment with 
which she handles and interprets her evidence. This latest con- 
tribution to the literature of the Black Death is bound to exercise 
a permanent and beneficial influence upon all future discussions of 
the subject. 

The purpose of Miss Levett’s inquiry is to examine the effects 
of the Black Death upon the estates of the Bishops of Winchester. 
As the materials of her investigation she has taken “an unrivalled 
series” of Account Rolls, known as the Pipe Rolls of the Bishops 
of Winchester, and now deposited in the Public Record Office. 
The Account Rolls reflect the economic workings of ‘manorial 
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institutions, and are therefore more useful than the Court Rolls, 
utilised by Jessopp, which portray only the judicial side. In the 
case of the Winchester estates the ministerial accounts extend 
over two to three centuries (1208-1455), and embrace some sixty 
manors in the south-west of England, spread over six different 
counties. Miss Levett does not attempt, of course, to utilise 
the whole of this vast material, but confines herself to the periods 
1846-1356 and 1376-1381 ; while the manors selected for examina- 
tion comprise the Hampshire group in the neighbourhood of 
Winchester, the Taunton group, and a group in the Thames 
Valley. 

The first chapter consists of an admirable study of the Account 
Rolls, intended to illustrate ‘the normal working of the Bishop’s 
estates before the disturbing influence of the pestilence was felt.” 
In the course of a valuable discussion several points of interest 
are elucidated ; and, though technical in character, they serve as 
the basis upon which wide and far-reaching generalisations may 
be built up. In connection with the Redditus Assise, Miss 
Levett shows that (on the Hampshire manors at any rate) the 
Rents of Assize remained approximately fixed between 1346 and 
1455 (Tables I-III.) ; and she infers that they “bear no relation 
to the commutation of services”—in other words, the money 
paid by the customary tenants for relaxed services was not 
reckoned as part of the fixed rents. ‘This conclusion seems some- 
what too precisely stated; where services had been permanently 
commuted, as in the case of the molmen, we should expect to 
find their payments included in the Redditus Assise. But, in 
any case, the bearing of Miss Levett’s contention on the broader 
issues of manorial history will be at once apparent to those 
familiar with a recent attempt’ to revive the exploded theory of 
Thorold Rogers that the commutation of services was far advanced 
by the middle of the fourteenth century. The attempt was based 
on utterly untrustworthy premises, and any credit it may have 
enjoyed will be effectually counteracted by Miss Levett’s 
arguments. 

On the subject of commutation in general Miss Levett has 
some sound observations. She recognises that ‘to sell ‘ works’ 
is not at all equivalent to commuting them” (p. 32). The failure 
to draw this necessary distinction has given rise to misleading 
notions as to the progress of commutation before the Black Death. 
Commutation was often nothing more than a mere temporary 


'H. L. Gray, The Commutation of Villein Services, in English Historical 
Review, xxix. 
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expedient dictated by the circumstances of the moment, and not 
intended as a permanent arrangement ; and there is also nothing 
to show on what principles commuted services were valued. The 
term ‘“‘opus ” comprehended a variety of meanings : it might mean 
the work of a whole day, or the work of half a day, or the per- 
formance of, some definite agricultural operation (task-work). 
Moreover, the amount of money derived from the commutation 
of services “is no clue whatever to the area of land freed nor 
to the amount of wage-paid labour required ” (p. 42). With regard 
to the fines imposed on new tenants, Miss Levett shows that 
there is no evident connection between the fine paid by a holding 
and its acreage or valuation, so that the lack of certainty, which 
is a prominent feature of the agrarian history of the sixteenth 
century, was already the rule in much earlier times (p.50). The 
list of fines also serves to disclose the fact that exchanges of 
property between neighbouring tenants in the open fields were 
common in the fourteenth century. The owners of scattered 
farms were evidently seeking to build up compact holdings and 
to release their land from communal restrictions. 

The second chapter, in which Miss Levett examines the results 
of the Black Death, “as measured, not by rhetorical lamentation, 
or interested petition, or paternal legislation, but by hard cash 
and definite figures” (p. 71), constitutes the piéce de résistance 
of her book. The immediate effects of the pestilence upon the 
Winchester estates were often considerable : whole families were 
sometimes swept away ; tenements were left on the lord’s hands 
vacant; and on the account rolls appears again and again the 
significant entry : “ Nothing, because he was dead.” On the other 
hand, there is no sign whatever of complete depopulation or chaos. 
To quote Miss Levett’s own summary : “The estates of the Bishop 
of Winchester during the fourteenth century show no revolution 
either in agriculture or in tenure... no period of anarchy 
follows upon the appearance of the Black Death.” The effects, 
in short, were severe, but evanescent and short-lived, and there 
was a “rapid return to the status quo of 1348” (p. 142). The 
main conclusions set forth in this study, and supported by exact 
references and ample statistics, may be summarised as follows :— 

(1) It is impossible to determine what proportion of deaths 
occurred on each manor. The population of a manor cannot be 
estimated from the minigters’ accounts ; and, moreover, the mor- 
tality varied widely from district to district (pp. 75-81). 

(2) However much the population may have decreased, the 
survivors were able to meet the new demands made upon them ; 
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and so large a proportion of the vacant tenements, thrown on the 
lord’s hands while the plague was raging, were occupied by 1351 
that “the manorial organisation was maintained almost without 
alteration”; and no change of system was rendered necessary 
(pp. 82-86). 

(3) Labour services were not seriously affected by the Black 
Death, even at the height of the pestilence. The explanation 
seems to be that in normal times only a portion of the services 
owed were actually demanded, and therefore the lord had a reser- 
voir of labour to draw upon in times of stress (pp. 66, 86-121). 
The surplus of ordinary years, which was usually sold because 
it was not needed, covered the deficiencies caused by the pestilence. 
Thus at Nailesbourne in 1348 the number of ‘‘ works” performed 
was 581, and the number sold was 3,924. In the year of the 
plague 2,119 “works” were accounted “defects” owing to the 
mortality among the tenants; this did not affect, however, the 
number performed, which was approximately the same as in the 
previous year ; but the number sold was now only 1,774 (pp. 89, 
180). 

(4) It is true that the demand jor hired labour was stimulated, 
but the rise in wages, however considerable, ‘bears a very small 
proportion to the usual balance-sheet of the manor’; and the 
workmen were therefore able to profit by the situation without 
the lord incurring serious loss. ‘The lord could well face a rise 
of 50 per cent. in the total wages when his wages bill amounted 
to only £8 or £12” (p. 102). In any case, there are no signs 
whatever of any changes in the methods of agriculture, or in the 
organisation of the manor, as the result of a shortage of labour. 
Examples of leases are rare—even a quarter of a century later the 
practice of leasing the whole demesne or farming the whole manor 
was almost unknown; nor is there any marked movement towards 
sheep-farming (p. 130). 

(5) As regards the position of the landlord, the actual profits 
of the Bishop of Winchester increased rather than diminished 
during the two years of the pestilence. The source of this increase 
was the very large amounts received by the lord from the heriots 
and fines paid by the incoming tenants. At Holway, for example, 
the fines mounted up from £34 in 1348 to £191 in 1349 (p. 171) ; 
and incidentally these entries serve to show that there was no 
ruin of the countryside or collapse of the manorial organisation 
at a time when new tenants “were able to find large sums of 
ready money even in the period of acutest distress” (p. 138). 

This rapid summary does not cover all the points raised in 
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Miss Levett’s valuable and suggestive essay ; but enough, perhaps, 
has been said to indicate the striking results which she has 
attained in the course of her investigations. Her work is a pro- 
test, and a successful one, against the facile generalisations in 
which historians have too freely indulged as to the part played 
by the Black Death in the break-up of the manor. Neverthe- 
less, we believe it would be a mistake to minimise the importance 
of the great plague as a factor in the economic evolution of this 
country. Certainly we ought not to regard it in the light of a 
red thread dividing English economic history into separate com- 
partments; but it was none the less an economic catastrophe 
of supreme importance. The chapter which has been added to 
Miss Levett’s monograph by Mr. Ballard, whose untimely death 
is a loss to English historical scholarship, serves to remind us 
that in some parts of the country at any rate the Black Death 
was capable of producing a “cataclysmic upheaval.” At Witney, 
for example, two-thirds of the population were swept away ; as a 
result there was not sufficient forced labour to cultivate the 
demesne, the wages bill was multiplied nearly six-fold, and the 
profits of farming the manor were turned into losses. The lord 
was therefore driven into commuting the services of all his 
tenants, and getting rid of the demesne on a stock-and-land lease : 
in short, at Witney the pestilence marked the change from a 
“barter economy ” to a “coin economy” (p. 203). On the other 
hand, the manors of Brightwell and Downton are described as 
“practically unaffected by the Black Death”; here the lord 
retained the home-farm in his own hands and continued to 
cultivate it with servile labour (pp. 210, 216). We may find the 
explanation of the contrast in “the force of historical psychology ” 
or in “geographical fatalism,” or in “different systems of estate 
management,” or in “the peculiarities of manorial custom” ; but 
the contrast remains, and it is a warning against the teaching 
which minimises, as it is against the dogmatism which magnifies, 
the results of the pestilence. 

Two considerations must be borne in mind in any attempt 
to generalise from the statistics with which Miss Levett has 
furnished us. In the first place, her monograph “is professedly 
only an attempt to study certain local effects of the Black Death ” 
on a group of manors in the south-west of England; and she is 
amply alive to the fact that any conclusions based exclusively on 
the evidence of the Winchester Pipe Rolls “may justly be con- 
fronted with dissimilar evidence drawn from other groups of 
manors or from other districts” (p. 142). The ecclesiastical bodies 
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enjoyed a corporate experience denied to private landowners ; 
their estates were organised in a model manner ; and, their scientific 
methods of farm management were well calculated to offer a 
strenuous resistance to the disintegrating influences of the pesti- 
lence. How reluctant was the medieval church to tolerate any 
invasion of established usages, and with what tenacity it sought 
to preserve its conservative practices, is shown by the fact that 
on the eve of the Reformation bailiff-farming still survived on 
many monastic estates, and the monks were still farming their 
own demesnes on an extensive scale. But where the estate was 
less highly organised—and this must have been the case with a 
multitude of secular manors—there would be a greater difficulty 
in recovering from the shock of the plague, and the temporary 
dislocation occasioned by the awful mortality might easily develop 
into a permanent disorganisation of the manorial economy. 

Tn the second place, the stress laid upon the transient character 
of the visitation is apt to be misleading. It is not to be denied 
that the thirty years which followed the Black Death witnessed 
an enormous increase of free labour and the rapid development 
of new agrarian conditions in which the customary relations 
between lord and tenants were superseded by a uniform legal 
bond and cash nexus. How are we to explain this transition from 
natural husbandry to a money economy, from labour services and 
rents in kind to rents in money? Not by the theory of a sudden 
and devastating revolution forcing on the immediate introduction 
of money payments. To make the Black Death the fountain 
head of all the economic changes which destroyed the manorial 
system is to ignore the fact that these changes were already in 
operation before the pestilence, and were most active in the last 
quarter of the fourteenth century and in the fifteenth century. 
And yet the remarkable progress of commutation in the period 
between the Black Death and the Peasants’ Revolt seems only 
explicable on the ground that the pestilence had weakened irre- 
parably the stability of the old manorial order, and so accelerated 
the tendencies which were steadily bringing about the dissolution 
of the customary system. Had there been no pestilence on the 
scale of the Black Death, the disintegration of the manor as the 
result of the working of purely natural forces—the gradual per- 
meation of a money economy ; the demand of the lord for a more 
flexible instrument than the inelastic and cumbrous labour dues; 
the accumulation of capital in the hands of the servile tenants— 
must assuredly have been an infinitely slower process. Doubtless 


on many manors the pendulum swung back again, and no abrupt 
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changes took place in the organisation of the estate: the lord 
reasserted his authority over the servile tenants and carried on 
the cultivation of the demesne on the traditional lines. But how- 
ever evanescent the material effects of the Black Death, the rural 
society of England as a whole must have been radically and 
fundamentally affected. The prosperity of the hired labourer 
owing to the mortality—and the extent of the mortality may be 
measured by the rich harvest of fines which poured into the lord’s 
treasury—coupled with the new opportunities for advancement 
afforded by the number of vacant tenements, brought home to 
the villein the economic and social degradation of servitude and 
fostered a spirit of revolt against the compulsion to forced labour. 
The medieval organisation of rural labour was bound sooner or 
later to succumb to the unwillingness of the serfs to return to 
the old conditions. While here and there particular causes 
operated to retard the progress of commutation and to keep the 
villeins in bondage, it is clear from the flight of discontented 
villeins and the formation of agricultural unions that the Black 
Death left behind it a legacy of bitterness and unrest manifested, 
as the Patent Rolls show, not only in the Peasants’ Revolt, but in 
other uprisings—a legacy which continued to afflict rural society 
until villeinage in England had become to all intents and purposes 
a thing of the past. 


The second essay in this volume, a study of ‘ Rural Northamp- 
tonshire under the Commonwealth,” is the work of Mr. R. 
Lennard, already known by his book on “ Agricultural Wages.” 
It consists of a careful and detailed analysis of the Parliamentary 
Surveys of the Crown Estates of Northamptonshire made about 
the year 1650. First the economic conditions of the manors of 
Grafton and Hartwell, during a period of transition, are described 
with a wealth of illustration, and the facts are then considered 
in their historical setting. In later chapters Mr. Lennard gives 
an abstract of the Parliamentary Surveys of other royal manors in 
the same county for purposes of comparison, and with the object 
of discovering “what range of variation in economic structure 
obtained on the Crown estates within the county” (p. 89). As 
Professor Vinogradoff points out in an illuminating introduction, 
“such investigations as those carried out by Mr. Lennard are 
naturally iimited in their bearing on general problems on account 
of their narrow local basis,” but no one will minimise the import- 
ance of “collecting evidence set in concrete local surroundings” ; 
and a series of studies of this kind would be invaluable to the 
economic historian. ' 
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Mr. Lennard’s essay, like Miss Levett’s, serves as a protest 
against those “generalisations based on inadequate data which 
have long been the bane of economic history” (p. 78). Take, for 
instance, the variety of conditions which prevailed within the 
territory of a single midland county on estates which were all 
Crown property, and therefore exposed to similar economic and 
political influences. At Ashton “grazing had hardly been de- 
veloped at all” (p. 95), but at Greens Norton ‘“‘the most remark- 
able feature is the great development of pasture farming” (p. 100). 
Raundes is described as “a refuge of medizvalism,” on the ground 
of the absence of leaseholds and enclosures (p. 116); but at 
Holdenby “the medieval order of things had been almost com- 
pletely swept away” (p. 109). In short, “there is variety in 
tenures and variety in agricultural arrangements” (p. 130)—on 
some manors copyholds and freeholds, the typical medieval tenures, 
are the rule (pp. 110, 111, 115, 116), and on others leaseholds 
(pp. 31, 102, 118) ; on some manors we find holdings uniform and 
moderate in size (pp. 39, 103); and on others “‘evidences of en- 
grossing abound” (pp. 95, 106); on some manors there is “a 
predominance of arable” (pp. 42, 93, 102); and on others there 
is “no trace of arable cultivation” (p. 108). 

Other interesting facts emerge from Mr. Lennard’s study of 
the Parliamentary Surveys. On the question of the progress of 
enclosure in the Midlands we are told that they do not throw 
much light, but it is evident that personal, or, if you like, his- 
torical, factors largely determined the degree of rapidity with 
which the movement proceeded. Economic forces and geo- 
graphical conditions played their part, but the modern school of 
historical economists will find in the history of English agriculture 
ample proof of the fallacies underlying the premises of the classical 
economists. The English agriculturist, down to the eighteenth 
century at any rate, was the very antithesis of “the economic 
man”; he was not actuated purely by considerations of profit. 
The average value of arable land, for instance, was 4s. 6d. an 
acre; that of pasture was 14s. 6d. (p. 119); in other words, the 
worth of pasture was at least three times that of arable—and yet 
in the eighteenth century more than one half of Northampton- 
shire was unenclosed! Evidently the conservative prejudices of 
the farming community did not easily accommodate themselves 
to the varying demands of changing market conditions. In tis 
connection the discussion on pages 127-130 is excellent. 

We have space to note only a few more points. The term 
“every year’s land” (p. 104) is evidently the equivalent of “‘ whole- 
year lands ’—that is, land cultivated on a one-field system where 
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the entire area is brought under cultivation and none of it lies 
fallow. The obligation imposed on the leaseholders of Higham 
Ferrers to carry their bread to a particular bakehouse (p. 107, 
n. 2) is an interesting survival of medieval “suit of oven.” “Lot 
meadows,” such as we still have at Yarnton, are found at Grafton 
and Hartwell (pp. 44-45); but the association of definite strips of 
meadow land with particular holdings will be noted as “an 
instance of individualistic invasion of an older communal system.” 
Evidence of the consolidation of strips in the open fields (pp. 54-57) 
reveals the gradual dissolution of the Open Field System as the 
result of disintegrating influences at work in the village itself ; 
and on the process of “engrossing” the Surveys also throw valu- 
able light (pp. 47-50, 107, 120, 123). The tendency to grant leases 
for terms of years instead of leases for lives is a feature of the 
first half of the seventeenth century, and the period of thirty-one 
years eventually becomes general (pp. 31-32, 120-121). An 
examination of the leases discloses evidence of land speculation 
(pp. 35-36). Citizens of London were clearly finding land a 
profitable investment and were getting hold of leases, just as in the 
previous century they had thrown themselves into sheep-farming. 
In two cases the demesne is leased by the community of tenants 
(pp. 95, 116); and we thus have instances of corporate action, 
of which the classic example is that of Brightwaltham in the 
thirteenth century, when the whole body of tenants entered into 
a contract with the lord.!. In so far as Grafton and Hartwell 
are typical, the Puritan Revolution would seem to have passed 
over England without leaving behind it permanent traces on rural 
economy. “It seems,” Mr. Lennard remarks, “that the fields 
of Grafton and Hartwell suffered little change in the uses to 
which they were put during the decade of political revolution” 
(p. 82). 

The general conclusion reached by Mr. Lennard may be 
expressed in his own words: “Though the signs of change are 
manifest in the Surveys, the surprising thing . . . is rather the 
permanence of so many features of the older economy... . 
Arable farming was on the whole singularly well maintained .. . 
and farms of from fifteen to sixty acres maintained themselves 

. in spite of all the forces which made for engrossing” (pp. 
86-88). On the other hand, “the scaffolding of the modern 
village stands beside the ruins of the manor” (p. 46). 


E. Lipson 


1 Select Pleas in Manorial Courts, i, 172. 

















REVIEWS 


Second Thoughts of an Economist. By WiLLIAM Smart, D.Phil., 
LL.D. (Macmillan and Co. 1916.) 


THE friends of Professor Smart, and the term includes all who 
knew him, are much indebted to the editor of this book. Professor 
Jones has written a full, convincing, and very touching biography. 
We see the man as we knew him, full of the jote de vivre, abound- 
ing with human kindness, wrapt up in his work, and finding in 
his pupils a response to the appeal of a sympathetic imagination. 
And, truth to tell, his lines fell in pleasant places. There was 
a time of hard and uncongenial work in a thread factory, 
followed by a competence at an age when a man is not tempted to 
change his standard of living. There was the new calling, 
extension lecturing, followed by a chair in Glasgow University. 
There were years of steady, honest work, done con amore, as 
professor. There were numerous excursions into the field of 
practical philanthropy, head and heart working well together. 
There was a somewhat sudden death. He was happy and he 
deserved to be, for he applied his own principle to life and found 
his reward, and so he is a standing contradiction to Solon’s 
saying, for he was happy in two-thirds of his life, and perhaps 
even in the remaining third happier than he knew. His life was 
worth describing, if only to put heart into others. “Sir,” said Dr. 
Johnson, “let us not discourage one another.” 

And the atmosphere of the life pervades the whole book. For, 
truth to tell, its interest lies in its presentment of a study of tem- 
perament rather than a scientific treatise. It is not rigorous in its 
logic so much as generous in its outlook. It is the work of a real 
optimist, not cynical, as optimists sometimes are, but full of 
warm, ardent sympathy with those less fortunate than himself. 
He had been through a stage of business which went against the 
grain, and so must the world. There must be competition, there 
must be a struggle, and there cannot but be suffering. It would 
hardly be fair to say that Smart’s remedy for the evils of com- 
petition—and no one ever felt them more acutely—is to have more 
of it, and yet there is truth in the statement. He did not flinch 
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from hard sayings, and if the desired end was unattainable with- 
out much suffering, it was worth while. 

Thus, for instance, he writes at some length on the unequal 
distribution of wealth. How can it be remedied? Redistribution 
by taxation and public expenditure can do something ; better still, 
increase the amount of wealth produced. But then, all classes, 
however much they may differ inter se, unite in this, that they 
all claim that they alone have produced the new wealth, and there- 
fore they alone can claim it. And this process of increasing 
production means a constant “combing out” and “scrapping ” 
of men and tools. So we should all set ourselves to make inven- 
tions by which more and more of the work of production can be 
put on Nature and Nature’s forces. Here there is nothing new, 
but the manner is attractive, and we feel how good a heart the 
man had. Here and there we may see proof that he never “went 
through the mill” in the course of getting a thorough grounding 
in the elements of economics early in life. 

Take, again, the plea for a new basis for remuneration, the 
criticism of competitive wages, of trade unions, and the conclu- 
sion that wages should be regulated by output. Give the labourer, 
he says, a share in the increased profit earned, in recognition of 
the saving in cost of production caused by activity. We must not 
confound this with profit-sharing, which Smart holds to be a 
sacrifice of liberty. Workers recognise to-day the need for a 
managing class, for business ability in production; they ask for 
something of the nature of a consultative committee. 

We might quote much more: his views of Malthus; of the 
relations between Wealth and Life; his forecast of Heaven; his 
loyalty to Ruskin and England, but enough perhaps has been 
said to show that as one reads the book the mind is full of memory 
of the writer—he yet speaketh. For with Smart teaching was 
life, and life was teaching ; it is the personality, not the positive 
result, that is so valuable. The world is the richer for Smart’s 
life, and we cannot afford to ignore or forget such. 

L. R. PHELPS 


1. The Population Problem in India. By P. K. Watraut, M.A. 
(Bennett, Coleman and Co., Ltd. Pp. 83.) 


2. The Economic Life of a Bengal District. A Study by J. C. 
Jack, I.C.S. (Oxford: Clarendon Press. Pp. 158.) 


Mr. WATTALL discusses in a pamphlet of eighty-three pages 
the population problem of India, basing his inquiry mainly on 
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the Census Reports. He has executed his task with some skill. 
But anyone who realises the vast extent of India and its endless 
variety of soils, climates, and races will think that the chief 
value’ of a work such as this is to provide food for thought to 
students who are prepared to study a very intricate problem on 
the smaller scales presented by districts and provinces. 

That in India poptlation treads close on the means of exist- 
ence no one will deny. Mr. Wattall evidently thinks it does 
so in an increasing degree, but his evidence is of a very incon- 
clusive character. Figures for all India, such as those given on 
pp. 65-66, to prove that the acreage of crops per unit of the 
agricultural population is decreasing and the incidence of the 
total population on the cultivated area increasing, are of little 
value. They must be so, being single figures deduced from 
factors consisting of hundreds of millions of men and acres spread. 
over a vast area where conditions of soil, climate, and population 
differ exceedingly. We want, inter alia, to know where the in- 
creases and decreases occurred, whether, in the years compared, 
the cropped area, a very varying factor, was equally near or wide 
of the normal, and whether the value of the produce of the culti- 
vated area had risen in the later year owing to increased irriga- 
tion or other agricultural improvements. Economic conclusions 
for all India must be framed after patient local inquiry, district by 
district and province by province. It is here that monographs such 
as Mr. Jack has written on the Faridpur District of Bengal are of 
special value. 

Mr. Wattall sees the inconsistency between his view of in- 
creasing pressure and the constant complaints as to the difficulty 
of obtaining labour. But he seems to attribute this to the reluc- 
tance of employers to offer fair wages. Government experiences 
difficulty as well as private persons, and no proof is given that 
the State underpays labour. In the very latest report on Moral 
and Material Progress, that for 1913-14, it is stated that “there 
is a general complaint among cultivators as to the scarcity of 
agricultural labour, and they are beginning to see the necessity 
of labour-saving devices.” 

Mr. Wattall shows that while the birth-rate is extraordinarily 
high it is, even to a far greater extent than one would expect, 
counterbalanced by a very heavy death-rate, hence the natural 
increase of the population in the ten years ending 1911 was below 
4+ per cent., or little more than one-third of that of England and 
Wales, and one-fourth of that of Russia. 

In saying that the high Indian death-rate “is merely an 
incident of our high birth-rate, and, if we want to go to the root 
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of the evil, we must look to the causes that give rise to the high 
death-rate,’ Mr. Wattall goes too far. If the train starts on 
the excursion of life quite full (and this, according to the author’s 
argument, is the Indian case), the number of people it can take 
in at each stage is determined by the number of people who 
get out, and not vice versd. The direct causes of the heavy 
Indian mortality are climatic. The toll which fever levies every 
year is very great, and at frequent intervals becomes appalling. 
In the last fifteen years a new factor has appeared in plague, and 
the result is writ large in the vital statistics of the Panjab and 
the United Provinces. If marriage were deferred to a reason- 
able age there would be fewer weakly children and exhausted 
mothers, and indirectly the death-roll from fever would be reduced. 
But there is no reason to suppose that the aan of plague would 
be in any degree lessened. 

In the fifth chapter a brief review is given of the population 
conditions in each of the great provinces. The part of the Indian 
continent in which congestion is most apparent is the Gangetic 
Plain, occupied by Bengal, Bihar and Orissa, and the United 
Provinces of Agra and Oudh. In the first actual pressure is 
mitigated by the great fertility of the soil, much of which is yearly 
enriched by silt deposits. In the other two the problem is 
serious, but not, it would appear, increasingly so. Mr. Wattall 
fails to note that in the twenty years 1892-1911 the population 
of the United Provinces only rose by 0°6 per cent., and actually 
declined by 1°7 per cent. between 1902 and 1911. Unfortunately, 
the effective causes were fever and plague. In the part of Bihar 
and Orissa included in the great plain the advance of population 
between 1902 and 1911 was only about 14 per cent. In the Panjab, 
in the twenty years 1892-1911, the rise was only 5 per cent., and 
in the second half of that period there was an actual drop of 
more than 1 per cent., while in the only seven districts which 
can be supposed to be congested population declined heavily in 
all, and in five the fall exceeded 10 per cent., Ludhiana showing 
the remarkable figure of 24 per cent. The causes were plague 
and emigration to the new canal tracts in the West, the former 
being unfortunately the more potent. It is notorious that at least 
in the Panjab pressure on the soil has decreased, and one can 
hardly suppose that in the last twenty years the resources of the 
United Provinces have only grown by 0°6 per cent. We know 
that in the ten years ending 1911 the canal-irrigated area in that 
province rose by 18 per cent. It appears that Mr. Wattall’s 


picture is overdrawn. 
Jt does not follow that there is no problem to solve. It is 
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desirable that the standard of living should rise and that increase 
of mouths should not frustrate the efforts of the State to make 
this possible. Existing outlets for redundant population are 
emigration, agricultural improvements, and new industries. For 
the reasons which the author gives we cannot expect much from 
the first, unless the war should open up new fields for the settle- 
ment of Indians under ‘suitable conditions. Mr. Wattall writes 
as if agricultural improvement meant only irrigation. In ,one 
province, the Panjab, canal extensions have profoundly affected 
the economic situation. But the effect is local, and outside the 
Panjab and Sindh the scope for fresh irrigation projects is limited. 
The new Agricultural Department, however, will hardly agree 
that the only means of increasing production is irrigation.1 New 
industries, according to the author, have merely increased pres- 
sure on the soil by driving hand-loom weavers to cultivation. 
But this, if true as regards cotton, has 1 no application to jute 
factories, mines, or metal works. . 

For relief Mr. Wattall looks to the means adopted in Euro- 
pean countries. But he recognises that one of the most effective 
of these, the renouncement of marriage by large numbers of 
people, is at present out of the question. In urging the need 
for deferring the age of marriage in India, he will have the sym- 
pathy of all who have its well-being at heart. But that any 
change will soon occur sufficient to affect the population problem 
is unlikely. The author refers to Dr. Dunlop’s paper on “The 
Fertility of Marriages in Scotland” as justifying the expectations 
he bases on this reform. But what Dr. Dunlop showed was that 
on the average a Scottish girl married at seventeen bore nine, and 
a woman married at twenty, eight children. He did not tell 
us which class reared to maturity the larger families. -In India 
this would be the crucial question. 

Mr. Wattall really pins his faith on the limitation of the size 
of families by deliberate choice. There are two factors—self- 
restraint in marital relations and the use of artificial means to 
prevent conception. It is often quite doubtful to which of these 
the author is referring. The conditions under which the vast 
majority of Indian people live are not favourable to the exercise 
of self-restraint, and the conclusion is inevitable that any rapid 
reduction of the birth-rate, such as has occurred in Western coun- 
tries, would jn India only be produced by extensive resort to 
artificial means of preventing conception or producing abortion. 
This conclusion may be depressing, but, on the other hand, it is 


1 See article in Quarterly Review of October, 1916, on “‘ The Future of Indian 
Agriculture,” by W. H. Moreland. 
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also true that, till the difficult task of reducing the death-rate can 
be accomplished, any quick lowering of the birth-rate is hardly 
to be desired. 

Little space is left for Mr. Jack’s book. His method was the 
exact opposite of Mr. Wattall’s. He appears to have spent four 
years in Faridpur as Settlement Officer, and during that period 
organised and carried out an exceedingly searching inquiry into 
the economic circumstances of its inhabitants. The result is a 
very valuable book. It is characteristic of the times that Mr. 
Jack, who is an Indian civilian, is now “temporarily of the Royal 
Field Artillery,” and wrote his book during five days of leave. 
There are no signs in the text of the “desperate haste” in which 
its author worked. 

He confined his inquiries to a single district of over 2,000,000 
inhabitants. His conclusions are therefore only of local validity, 
and refer directly to about 07 per cent. of the population 
of the Indian Empire. But, as Faridpur is the poorest district 
in Eastern Bengal, they really indirectly cover a much wider, 
though still limited, field. A careful inquiry was made, family 
by family, into the income and expenditure of nine-tenths of the 
population, and the families were ranged in four classes: (a) In 
comfort ; (b) below comfort ; (¢) above indigence ; (d) in indigence. 
The proportions for each class in the rural population (77 per 
cent. of the whole) are: (a) 49 per cent.; (b) 28 per cent. ; 
(c) 18} per cent.; (d) 44 per cent. Only class (d) suffers from 
any want of food, but class (c) is badly clothed and not well 
housed. But in the mild climate of Eastern Bengal clothes and 
houses have far less importance than in Europe. In the non- 
agricultural class the proportions are not quite so favourable. 
The people are very lightly worked, and the incidence of taxation 
is only 3s. 9d. a head. The peasant of Hastern Bengal is a 
favoured person. Up country the well owner has a very toilsome 
life, and even the tiller of canal-irrigated fields is a busy man. 
To European ears it seems strange to be told that an average 
income of less than £25 enables a family of five persons to live 
in comfort and leaves a good deal to spare for the investment 
of savings in the shape of jewellery to adorn a wife’s person in 
times of prosperity, and pawn or sell in case of sudden necessity. 
An inquiry in fifty typical districts in different parts of India 
carried out on Mr. Jack’s lines would throw invaluable light on 


the problem with which Mr. Wattall has attempted to deal. 
J. M. Dovurr 
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The Anglo-Russian Commerctal Treaty of 1734. By P. A. 
OsTROUKHOV. With a Preface by P. B. Struve. (St. 
Petersburg, 1914.) 


On December 2nd, 1734, a Treaty of Navigation and Com- 
merce was signed in St. Petersburg by the plenipotentiaries of 
their “ Britannic and Czarish Majesties,” the first article of which 
confirms that 
“for the future there shall be, between the Crown of Great Britain, on the 
one side, and the Crown of All the Russias, on the other, as also between 
their States, Countries, Kingdoms. Dominions and Territories. which are 
under their obedience, a true, sincere, firm and perfect Peace, Amity and 
good intelligence, which shall last for ever, and be inviolably preserved, as 
well by Land as by Sea, and upon fresh waters; and the Subjects, People, 
and inhabitants, on the one side, and on the other, of what Degree and 
Condition soever they may be, shall mutually treat each other with all sort 
of Kindness, Aid and rqur-naie possible wittiont doing any Wrong or 
Damage whatsoever to each other.’ = 

After this first article follow twenty-nine dealing with 

various points of commerce which have become obsolete and 
useless long since. The Treaty was meant to last for ever, and 
only as a concession to custom a certain time was fixed for it 
which was defined as a space of fifteen years. Thus Article 29 
says : 
‘The Peace, Amity and good Understanding, shall last for ever between the 
High contracting Parties; and as it is customary to fix a certain time for 
Treaties of Commerce, the said High contracting Parties have agreed, that 
this, of commerce shall last for the space of fifteen years."’ 


After the first fifteen years of its existence the Treaty was 
apparently so completely forgotten that it was thought unneces- 
sary to include it in any English collection of treaties. It is 
to be found neither in Jenkinson’s collection nor even in the 
more modern and complete collection of Hertslet, and only a 
mention of it is made in Chalmers’ Collection, printed in 1790. 
It is not even mentioned in the Italian ‘“Chronologia dei princi- 
pali trattati internazionali,” in which are given the dates and 
epitomes of treaties since 1496, before the Christian era, down 
to the Berlin Treaty of 1878 a.p. Only in Rousset’s ‘“Supplé- 
ment au Recueil des principaux traités,” published about the 
middle of the eighteenth century, can be found a full text of 
this Anglo-Russian Commercial Treaty. But the text is given 
in French and not in English. An English copy of it, as far 
as we know, is printed only in the “Journals of the House of 
Commons,” Vol. XXII., pp. 647-650. 

The neglect shown by the English and by some foreign collec- 
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tions of international treaties towards the Anglo-Russian Treaty 
of 1734 is, however, altogether wrong. Besides being the first 
treaty of commerce concluded between England and Russia, it 
has also some other interesting features which give it a great 
importance from the standpoint of economic history. This 
historico-economical significance of the Treaty is brought out 
very fully in the book, the title of which is given at the head 
of this review. 

As Professor Struve points out in his preface which he has 
written for Mr. Ostroukhov’s investigation, the Treaty of 1734 
is the first serious treaty of commerce ever concluded by Russia 
with a European State. At the same time, it is one of the very 
first commercial treaties in which the amount of customs duties 
paid is regulated and the principle of the most-favoured-nation 
is recognised. According to Struve, “the Anglo-Russian Com- 
mercial Treaty of 1734 is one of those treaties of the eighteenth 
century in which political and trade considerations and their 
formal recognition are most clearly expressed, and in this respect 
the Treaty of 1734 surpassed even the famous Treaty of Methuen 
(the Treaty between Great Britain and Portugal, signed May 16th, 
1703). 

Mr. Ostroukhov gives the history of the protracted negotia- 
tions and of all the varied circumstances, economical, political, 
and personal, resulting in the signing of the Treaty. He 
explains each clause separately in describing the circumstances 
which caused them to be included in the Treaty, their relation 
to the laws and circumstances then prevailing in Russia and 
partially in England, and the practical results achieved by the 
inclusion of one or the other clause of the Treaty. Besides rely- 
ing on a large mass of well-known printed information, Mr. 
Ostroukhov has been able to make great use of the documents 
which are preserved in the records of the Russian Ministry of 
Foreign Affairs and of the Russian Customs Department. In 
the light of recent events it is interesting to read, for instance, 
his description of the struggle which the English diplomatic 
representatives in Russia carried on against their Prussian 
comrades for the domination on the Russian market. When one 
reads this story one sees that the world, with its sordid intrigues 
and competition on the field of international relations, is a very 
old story indeed. Up to 1724 England was the chief exporter 
of woollen products into Russia. She was the only provider for 
the Russian Army. But since 1724 Prussia has managed to get 
all the contracts for the Army. Then came the competition of 
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the Armenians in the trade with Persia through Russia. This 
led to the demands on the part of England for certain rights 
and privileges in her commerce with and through Russia. The 
question of dishonest dealings by Russian merchants was another 
great cause of trouble to the British merchants which had to be 
provided for in the Treaty. 

Most interesting also is the description of the fight for 
political and economic supremacy in Persia between Great 
Britain and Russia. At that time the “Spheres” had not been 
divided between the two States, and whereas it was in the 
interests of England to provide the Persian rulers with a navy, 
arms, and technical education, it was deemed by the Russian 
Government expedient in their own interests to keep Persia 
weak, ignorant, and without any means of defence. Hence the 
interesting fact that although, according to Article 8 of the 
Treaty, it was agreed that “the subjects of Great Britain may 
import into Russia all sorts of goods and merchandises, and 
carry them through the Dominion of Russia by the shortest and 
most commodious way, into Persia, paying three per cent. in 
rix dollars, ad valorem,” the transit of British goods to Persia 
through Russia was completely forbidden by the latter Power 
in 1746—that is, three years before the formal termination of 
the Treaty. 

Generally speaking, the study of the Anglo-Russian Treaty 
of 1734, with the copious comments and explanations of Mr. 
Ostroukhov, affords a good insight into the politics and economics, 
as well as into the habits and customs, of the two contracting 
countries at that period of history. Take, for instance, Article 3, 
and especially Article 14, in which a provision is made against 
seizing “ Merchants, seamen, ships, or effects” and forcing them 
to enter into the service of either of the contracting parties with- 
out their consent: Mr. Ostroukhov candidly admits that this 
provision, although mutually binding, was in reality directed 
solely against the Russian Government, which was in great need 
of competent seamen and sailors, and quite openly used to press 
forcibly into its service many foreigners, especially English sea- 
men. ‘Those who refused to serve were put in chains and 
imprisoned for life. Such, for instance, was the case of two 
English sailors, who were incarcerated in the Shlisselburg 
fortress till, at the instance of the English representative, Mr. 
Jeffrey, they were liberated in the year 1719 by the Ukase of 
the Czar. 

But if some clauses of the Treaty of 1734 remind us of the 
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rough times of old, other clauses lower us rather in comparison 
with our ancestors on account of the greater kindness towards 
subjects of enemy States than is practised now. Thus, according 
to Article 11 of this Treaty : 

“It is agreed that the subject of the one or the other of the Parties may 
freely go, come, and traffick in all the Dominions that are, or that shall be 
hereafter, at Enmity with either of the Parties, except only the places which 
are actually blockaded or besieged, provided that they do not carry any war- 
like stores to the enemy; as to all other goods, the vessel, the passengers, 
and effects shall be free and unmolested.”’ 

Mr. Ostroukhov in the introduction to his book recognised 
the insufficiency of materials which he had at his disposal for 
an exhaustive answer to the questions he had put himself in 
taking up the study of the Treaty. This book, therefore, must 
be looked upon as an experiment—as a first attempt in the study 
of the Anglo-Russian trade. No doubt every treaty of com- 
merce, whoever the contracting countries may be, expresses in 
so many words the economic needs, aims, and policies of the 
respective countries. The treaty may prove useless or even 
injurious to one or to both parties, but this does not affect 
the motive and the circumstances which gave birth to it. 
Hence the great importance for economic history as well as 
economic theory of such studies of separate old treaties of 
commerce. 

SEMEN RAPOPORT 


National Power and Prosperity: A Study of the Economic Causes 
of Modern Warfare. By Conrav GitL, M.A., with an Intro- 
duction by Grorce Unwin, M.A. (london: T. Fisher 
Unwin. Pp. 181.) 


MERCANTILISM as it flourished in the past, as it survives in the 
present, and the trade policy by which it should be replaced in 
the future—such are the large topics on which Mr. Gill discourses 
with learning and judgment. He adheres to what may be called 
the traditional English view as to the futility of the mercantile 
system. He would endorse Buckle’s pithy statement of that 
view :—“The misconception of the true nature of barter was not 
only an immediate cause of war, but increased those feelings of 
national hatred by which war is encouraged.” Those to whom 
this doctrine appears orthodox will be edified by Mr. Gill’s dis- 
course. But if there are any who hold with Schmoller that the 
mercantilists were more nearly right than Adam Smith, we fear 
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that they will not be converted. If they believe not Adam Smith 
and the older authorities, neither will they be persuaded, though 
some good arguments are revived. The hardened Protectionist 
will hear once more unmoved that “very good grapes can be 
raised in Scotland”—at a price. This illustration is used to 
refute one of the four “fundamental mistakes” which Mr. 
Conrad Gill attributes to the mercantilists. We have only space 
to remark upon the last of these mistakes, the one which is said 
to be most operative at the present day. This is the doctrine 
“that the whole State is an organism of which Government and 
subjects are component parts.” It must be admitted, we think, 
that such terms have been used, especially by German writers, to 
foster an inordinate kind of patriotism, a reprehensible pursuit of 
one’s country’s exclusive interests. But it may be doubted 
whether this aberration is due to an imperfect “abstract idea,” as 
our author seems to imply, or can be corrected as if it were a 
logical fallacy. May it not be true, though said by a German, 
that there is something mystical in the relation between a person 
and his country? The conception belongs to the mysterious 
region of first principles, or axioms of conduct, in which we 
do not recognise our author as a guide. In that obscure sphere 
the short-cuts suggested by logical precision are not always safe. 
They are exposed to the danger which Mill indicates in his 
weighty observations upon the Principles of Definition: “We 
must take care not to discard any portion of the connotation 
which the word in however indistinct a manner previously carried 
with it.” We are not satisfied that Mr. Conrad Gill has escaped 
this danger when, setting aside Plato and Aristotle, Hobbes and 
Hegel, as affected with the fundamental mistake of mercantilism, 
he lays down what we ought to think about the relation in question. 
He himself admits that the form of thought to which he objects 
“tends towards efficient government, encourages patriotism, public 
spirit, and self-sacrifice.” Perhaps this spirit is not much en- 
couraged by his own statement, that “there is no welfare of the 
State apart from the welfare of the individuals who compose it.” 
This statement is the direct contradictory of the sentiment ex- 
pressed by Pericles when exhorting the Athenians to sacrifice 
themselves for their country. Was he making a “fundamental 
mistake ” ? 

Perhaps Mr. Gill would have better employed his considerable 
logical acumen in avoiding the appearance of something like the 
fallacy which logicians designate Composition and Division. We 
refer to his argument “that there is little inducement for the 
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citizens of the nation in their own interests to desire increased 
political power and expansion of territory.” This would be true 
no doubt if the Cobdenite millennium prevailed universally. In 
such a world it might be no advantage to any nation to acquire 
harbours and coaling stations and military force as an insurance 
against invasion by Prussians or other mercantilists. But in the 
existing world it is not true “in Division,” as the logicians say, 
that each nation has no interest in making such acquisitions. 
The pacifist doctrine has the peculiarity that it is only true 
if universally accepted. Suppose that it were adopted by a part 
of the world, and that several nations accordingly relaxed their 
military preparations and martial spirit. The cheap conquest of 
their territory might well prove a net advantage to some of the 
unconverted nations. No doubt Mr. Conrad Gill did not intend 
that his views should be adopted in this partial and unsym- 
metrical fashion. But we think that in order to escape misinter- 
pretation he ought to have separated himself more clearly from 
Pacifists such as Mr. Norman Angell. Whereas his reasoning is 
often on a level with that of the Great Illusion ; even down to the 
paradox that an indemnity “would seldom be an appreciable 
advantage to the people” (receiving it). With these reservations 
we cordially accept Mr. Conrad Gill’s conclusion that “if the world 
were set free from the remnants of mercantilist ideas there would 
be comparatively little ground of dispute, and so little international 
jealousy that when disputes did arise the Governments would be 
disposed to appeal for their settlement to justice rather than to 
warfare.” 
F. Y. EDGRWoRTH 


Economics in the Light of War. By R. A. Lenrenpr. (Johannes- 
burg : South African School of Mines; London : Wesley and 
Son. 1916. Pp. 56. 1s.) 


Many old truths respecting consumption and production are 
here placed in a new light. Professor Lehfeldt reminds us that 
saving should not be indiscriminate, that there are “luxuries” 
which help to make life more beautiful, to carry on the tradition 
of “art, literature, science, charm of manners, devotion to 
ideals... .” If the choice lay between a hundred million work- 


people on the dead level of the comfortable commonplace and 
slave-owning Athens, who would choose the former?” Fortun- | 
ately, the choice is not limited to these alternatives. Rather, we 
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trust that the great tradition of civilised life will move on, “float- 
ing as it were on the support of satisfied primitive needs.” 

While sympathising with the claims of labour, Professor 
Lehfeldt recognises the importance of the entrepreneur's func- 
tions, the inability of a syndicate of workers to run a business 
unless they are prepared “not only with commercial acumen and 
adaptability, but with .a certain forethought and self-sacrifice.” 
Pending the development of those faculties, some advance towards 
self-government may yet be made. “If in a factory hours of 
work, hygienic conditions, and the like were regulated by a com- 
mittee of the men so that the employer’s part was restricted to 
instructing them what work to do and paying them for it, the men 
would have somewhat more the feeling that it was their own 
business than at present.” Governments, too, have been deficient 
in the faculty of “‘merchanting”; though in other respects the 
efficiency of corporate trading enterprises and that of private busi- 
nesses of the same class are said to be nearly equal. ‘‘ How to get 
the indispensable services of the merchant at a moderate cost and 
without the abuses so commonly associated is the most difficult 
problem of economic reform.” It is suggested that governments 
and municipalities ought to accumulate capital instead of as now 
borrowing what they require. The war will probably “leave 
behind it a lesson that the State both can and ought to do far more 
than the nineteenth’ century thought right.” 

F. Y. EDGEWORTH 


La concorrenza; sistema e critica dei sistemi. Vol. II. By 
EMANUELE SevtA. (Turin, 1916. Pp. xxxi+583.) 


THIs is a second instalment of Professor Sella’s colossal work 
on competition ; the third and last will, he promises, appear in 
due course. It is impossible to review the volume on a scale com- 
mensurate with its six hundred pages; but here is a summary of 
some of its contents. 

Is competition useful? the author asks. It may obviously pro- 
duce bad effects, as in Sardinia, where fashion, or the desire for 
possession, leads to fierce competition for available land, with 
much sub-division of plots as a result and waste both of land and 
labour in their cultivation. The individual’s satisfaction does not 
necessarily coincide with that of society, and it is impossible to 
dogmatise about the good or bad effects of competition as a whole, 
without some conception of the ends towards which society is 
progressing. : 

H 2 
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Incidentally, how far can past experience help us to judge the 
merits of Free Trade and Protection? It is useless to go too far 
back for precedent, since the old taxes on luxury were obviously 
mainly fiscal. In fact, “Free Trade is really one form of Protec- 
tion,” so that it is unnecessary to enlarge too much on their con- 
trasts. For inasmuch as a State might adopt Protection, but deli- 
berately refrains from doing so, it is obviously “protecting” its 
own interests in the way most profitable for the moment! Protec- 
tion, in its ordinary sense, is justified by the author on the usual 
orthodox grounds, though he gives interesting local illustrations 
on two points. (1) A Government may well deliberately adopt 
protective measures in order to develop a “centre of energy” 
within the State—as has been done by the Italian Government 
in fostering the industrial growth of the population of the Po 
basin ; (2) it may be well, as in the nursery, sometimes to protect 
an infant industry against its own desires, as has been accom- 
plished by the development of electric power in Italy, often in 
opposition to the wishes of the conservative majority of manufac- 
turers. In any case, he says, external protection can be no match 
for the great syndicate, national or international, which is to be 
the feature of economic life, even more after the war than it was 
before, and the pros and cons of Free Trade and Protection are 
unimportant compared with the possibility of limiting competition 
between trust and trust or syndicate and syndicate. Tariff regu- 
lations can only alter the form, not the importance, of these. 

In Part III. the author embarks on a lengthy analysis of 
economic history past and present, and concludes that the three 
stages of economic progress are those of “free competition,” then 
“competition between great organisations,” then “supernational- 
ism.” “The historical régime of free competition is dead. It was 
already done before the war. It will not return”; though com- 
petition, in a different form, will continue. He is clear that in 
this analysis he has done something quite new, in Italy at least, 
though his work is really “the thought, not of one man or indi- 
vidual, but . . . a collaboration of individual syntheses.” Marx 
and List in the past studied social organisms as they were; his 
it is, and that of his school, to study them as they are becoming. 
His is the “dynamic, cinematic ” conception of political economy, 
while the earlier economists, poor creatures of a day, thought 
that their static view was to be final. 

Professor Sella’s work contains a great apparatus of ingenious 
symbols and an immense range of quotations—often shoi+ and 
rather miscellaneous extracts—from a very large variety of authors 
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of many nationalities. The year 1916 is not a specially easy 
period in which to consider the play of competition and the future 
of “‘supernationalism.” But allowing for this, it is a real mis- 
fortune that the author has not condensed more. For-his treat- 
ment of practical questions is interesting (e.g., in his discussion 
of profit-sharing and Italian agriculture) ; his summaries of econo- 
mic theory are happy, as in his comparison of the typical Protec- 
tionist and the typical Free Trader. But not even his catholicity, 
e.g., with regard to the coincidence of Free Trade and Protection, 
and his kindliness in a militant world, can condone his passion for 
seven-syllabled words and his quite remarkable verbosity. 


C. V. BUTLER 


Data of Economics. By C. J. Metrose. (The Mitre Press. Pp. 
xv+388. Price 7s. 6d.) 


Tuts book is expressly designed for the general reader, by 
whom the author appears to mean that rather indefinite individual 
described somewhat contemptuously by philosophers as ‘“‘the man 
in the street.” But the particular kind of man in the street set 
up by Mr. Melrose to listen to the exposition of his views on 
economics—the man to whom “the Mercantile Theory still 
remains the sole economic conception ””—is so hopelessly stupid 
that it is doubtful whether the book is sufficiently simple to appeal 
to his limited intelligence. The main object of the book is to 
“attempt to translate the economic forces from terms of ‘ money’ 
into terms of ‘ things and services,’”’ and this the author proceeds 
to do with an amount of elaboration which is hardly necessary 
for those who have grasped the elementary fact that wealth con- 
sists of goods and services, and not wholly of money—hardly 
necessary even for the “man in the street” as he is ordinarily 
understood. 

The greater part of the book—and the best part—deals with 
currency problems, but an unnecessary amount of space is 
devoted to the difficulties of barter, the development of currency, 
and its effect on economic advance ; while the treatment of many 
of the other subjects dealt with is slight and unsatisfactory. In 
the chapter on ‘‘ Value,” for instance (Chapter IV.), there is no 
mention at all of the labour theories, and in Chapter IX. it is 
said that “the law which governs wages is generally stated as the 
law that wages cannot fall below the minimum of subsistence.” 
This is, to say the least, misleading. Again, the theory of rent 
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does not appear to be made much clearer by the use of the phrase 
“The Law of Exclusive Access” (Chapter ITI.). 

Mr. Melrose lays no claim to any originality whatever, but the 
arrangement he has adopted is certainly novel, and it is not easy 
to discover the principles underlying it. Many of the chapters 
contain a strange jumble of subjects. Here, for instance, is the 
summary of contents of Chapter VIII. :—Changes due to Cur- 
rency—The Economic Unit—Operation of Economic Process— 
Collective and Private Enterprise—The Effect of Saving— 
Economic Surplus. And all these subjects are discussed in fifteen 
pages ! 

Very few present-day Socialists can be said to stand in need 
of the author’s piece of “sincere advice,” viz., “Avoid as you 
would the plague the advocacy of equal incomes” ; and he would 
have done better to point out to his “man in the street ”»—who, we 
feel sure, would dismiss Socialism as absurd on the ground that 
equal incomes all round were impossible—that this criticism was 
not the last word on the subject. 

According to the Publishers’ Note at the beginning of the 
volume, the book was written before the outbreak of the war and 
only one chapter has been partly rewritten. It is added that “it 
says much to the credit of the book that there is practically 
nothing in it that needs correction or has gone out of date.” 
Hobble-skirts and butter at fourteenpence a pound, which are 
used as illustrations, appear to be things of the past; but the 
data of Economics should hardly become obsolete in two years, 
even taking into consideration the upheaval brought about by a 
great European war. 


H. SANDERSON FURNISS 








NOTES AND MEMORANDA 


SoME EFFECTS OF THE WAR ON THE KcONOMIC LIFE OF RUSSIA. 


WHEN the historians of the future come to describe the great 
war forced on the world by the ambition and duplicity of the 
Central Empires, they will enjoy the advantage of much more 
detailed records than any available in the past. | While speculation 
as to economic effects would as yet be premature, data should be 
collected and facts recorded as accurately as-possible. Some of the 
economic phenomena which we observe are to be met in all 
countries, whether participating in the struggle or not; others 
belong exclusively to the belligerent States. The outstanding 
needs of the latter are the financing of the war, the rationing of 
the troops, and the safeguarding of the civilian food supplies, 
while sparing no effort to imperil the supplies of the enemy. 
Further, the families of men called to the colours must have 
financial assistance. Hence a number of emergency measures, 
which officials have to administer as best they can in the face of 
great difficulties. Many of these measures were adopted without 
adequate consideration of their probable effects ; some were simply 
copied from neighbouring States. In collecting information about 
conditions at home and abroad, we have to reckon with defective 
postal services, with the difficulty of obtaining books and news- 
papers from enemy countries, with official reticence and the prac- 
tice of painting our own concerns in rose colour, while disparaging 
the achievements of the enemy. We must be satisfied with 
recording observations, and so supplying the material out of which 
an exhaustive record of the economic effects of the war can be 
compiled in the future. 

It has been said with truth that the Budget of a State faith- 
fully reflects the general condition of affairs. The surveyor of 
taxes and the administrator of public finance are in daily contact 
with the people. Receipts are estimated in accordance with the 
yield of the harvest, the evidences of prosperity or embarrassment, 
the magnitude of commercial transactions, the activity of the 
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circulation of goods and capital. The Russian Minister of 
Finance, who is in close touch with the people through his agents, 
has published very interesting reports on the agricultural, indus- 
trial, communal, and banking situation of the Empire. He is in 
a position to obtain very precise information from the collectors 
of direct and indirect imposts. Moreover, he has under his juris- 
diction the Bank of Issue, the two Land banks, of the nobility 
and of the peasants, and the Loan societies, which are in direct 
and continuous relation with farmers, traders, and manufacturers. 
War broke out on the eve of the harvest, and Russia is 
essentially an agricultural State, which was just beginning to feel 
the benefit of recent reforms. A great scheme for producing 
cereals on a commercial basis had been elaborated and partly 
executed. The Imperial State Bank began the construction of a 
whole network of elevators in the eight south-eastern provinces 
(Voronej, Tambov, Penza, Simbirsk, Samara, Saratov, Orenburg, 
and Ufa). The original project provided for 81 elevators, with a 
total capacity of 58 million poods.! Of these, 29 elevators with a 
capacity of 162 million poods were at work in 1915. A reform of 
even greater importance was the measure which enabled hundreds 
of thousands of peasants to acquire private property in land. 
Between the introduction of this measure in November 1906, and 
January 1915, 2,719,136 heads of families asked permission to 
become private owners; 1,978,581 had their requests granted, 
and severed their connection with the commune. The movement, 
which was at its height in 1908, slackened somewhat after 1910, 
and was interfered with by the outbreak of war, but a great 
demand for land is expected at the cessation of hostilities. The 
Peasants’ Land Bank, established about thirty years ago, facili- 
tates operations by buying land from private owners and reselling 
to the peasants, who pay a deposit and liquidate the balance by 
annual instalments. The average price was 109 roubles per 
decratine in 1907,? and after variations in price, which included a 
rise to 136 roubles in 1909, returned to 107 roubles in 1915. Small 
farms within a ring fence have taken the place of large discon- 
nected holdings. The employment of agricultural machinery had 
gained ground before the war, but the country was still dependent 
on a plentiful supply of manual labour. The emancipation of the 
serfs in 1861 let loose a tide of workers which flowed into the 
factories, but industry is as yet no serious rival to the land, and 
agriculture is still the principal source of national wealth. 


1 1 pood = 16-4 kilos, approximately 36 lbs. (Translator’s note.) 
2 1 decratine = 1:09 hectares; 1 hectare = 10,000 square metres, or about 
24 acres. (Translator’s:note.) 
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Russia is not so well provided with railways as the United 
States, or as the other great European countries; the network is 
not as yet very close. In the years that preceded the war, new 
lines were being planned and existing lines developed. It is not 
improbable that the foreshadowed improvement in the tracts 
bordering on the German and Austrian frontiers, increased Ger- 
many’s haste to plunge the world into war. Russia mobilised 
more rapidly than the enemy calculated; the armies which she 
threw across the frontier pinned to the East forces which the 
Emperor William would gladly have sent to the West. The 
Battle of Tannenberg, lost by Russia, paved the way for the 
victory on the Marne. This rapid mobilisation, however, followed 
by the invasion of the districts near the frontier, hampered agri- 
cultural operations, and made it more difficult to mow and thresh 
the corn, and to get in the harvest. Thanks to the work of the 
peasant women and to the co-operation of the Zemstvos and the 
Loan Banks, the difficulties were overcome. ‘The statistical 
records are incomplete owing to the Austro-German occupation of 
Poland and Kholm. Leaving out these provinces, however, we 
find that the cereals harvest of 1914, while poorer than that of 
1913, was, nevertheless, above the average of the five years 1909- 
1913. There was even an increase in the surface area of land 
sown with corn that autumn. 

The lack of labour was much more seriously felt in the fol- 
lowing spring. The agricultural situation in the provinces where 
military operations were in progress, became exceedingly pre- 
carious. The Georgian and Armenian women do not work in the 
fields. It is noteworthy that though the surface sown in these 
districts diminished by no more than 1°6 per cent. in 1914-1915, 
agriculture nevertheless suffered a serious set-back everywhere. 

The prohibition of the sale of alcohol from the very outbreak 
of the war, proved an event of immense financial, moral and social 
importance. The Treasury receipts showed a considerable loss, 
which had to be compensated by the imposition of new taxes and 
the return to ancient forms of taxation. Many families found 
themselves suddenly enriched through the disappearance of a 
branch of unproductive expenditure; the output of the factories 
increased ; crime diminished. So much for the immediate and 
tangible results of a reform which the existing monopoly of sale 
enabled the Government to effect without resort to a costly indem- 
nity. The measure materially affected the sale of the crops, for 
the peasants, with their pockets full of money which for once was 
not convertible into spirits, were not in the usual hurry to sell. 
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The allowances paid to the dependents of men who had been called 
up, added to the family resources. Nor were the small producers 
very anxious to part with their goods when there was a universal 
buyer with unlimited capital—the Commissariat Officer of the 
armies in the field. 

Hence prices rose—principally the price of oats and barley, 
less that of wheat and rye.! Many causes contributed to this 
rise : the enormous consumption of the Army, the separation from 
the districts which had enjoyed splendid harvests in 1914, the crisis 
in the transport services, the concentration of large masses of the 
population driven out of the occupied districts, the firmness of 
the small holder, the speculative purchases of wholesale dealers 
and bankers, and perhaps the depreciation of the currency. 

The feeding of the rural population and the sowing of the 
crops met with no difficulties at all in twenty-four provinces, and 
with very little in ten others, where no State assistance was 
required ; but in some, such as Penza and Kasan, where there was 
a very poor harvest, the Government was called upon for con- 
tributions in kind. The rigours of war were keenly felt in the 
north, the west, and the Baltic provinces. In some of these indus- 
trial districts, local production does not, even in normal times, 
meet the local need. The disorganisation of transport caused by 
the war, the prohibition of the carriage of cereals from one pro- 
vince to another, and the local taxation of commodities, varying 
according to districts, combined to bring about a serious situation. 
This the Central Government spared no pains to meet, but 
achievement did not always follow rapidly enough on effort. 

The task of feeding the denser population of the urban districts 
was more difficult. From the very outbreak of hostilities the 
frontiers were closed against exports; nevertheless, the prices of 
commodities rose almost immediately. The crisis in the transport 
industries was particularly acute in Petrograd and Moscow. The 
prohibition of exchange between the different provinces was very 
unfortunate in its effects, since the administrative divisions of 
the country do not coincide with what we may call its economic 
geography. Speculation, both wholesale and retail, and the 
attempts to lay in stocks, further aggravated the situation. The 
fixing of maximum prices for articles cf primary need by municipal 
and police authorities, who knew nothing of the conditions of the 
market, the stores in existence, or the distribution of commodities, 

1 In March, 1915, ths rise in prices in European Russia was as follows: 
oats 52 per cent., barley 37 per cent., rye 34 per cent., wheat 24 per cent., while 


in Siberia, where the harvest had been excel'ent, prices dropped. Equalisation 
was impossible owing to the difficulties of transport. 


a 
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only added to the confusion. Merchants showed remarkable skill 
in evading the regulations by modifying the customary conditions 
of sale, or by leading their clients to believe that the price fixed 
was a minimum. The rise in the cost of living constitutes a real 
hardship for employees at a fixed salary—clerks and civil servants 
—and for persons with a small or medium competence. 

During the first nine months of the war meat rose compara- 
tively little in price; later there were lively complaints in the 
towns about the difficulty of procuring it even at the inflated price. 
Russians who visited Paris in 1916 looked upon beef as a feast. 
Eggs rose considerably in price, but by no means equally in 
different places. The closing of many country distilleries reacted 
favourably on the price of potatoes. By a sufficiently natural 
contrast, there were numerous districts in Siberia, Turkestan, the 
south-west, south, and south-east, where living was actually 
cheaper than before, since the influence of war varies inversely 
with the distance of any particular district from the military zone. 
In other places, again, the situation was decidedly strained. Riga 
was for some days without flour, and other towns in the north- 
west suffered a somewhat general temporary shortage owing to 
the influx of refugees, wounded, and prisoners. 

Firewood and coal rose in price out of all proportion to what 
might reasonably have been expected. The price of wood was 
tripled, while coal rose from 50 to 100 per cent. Here transport 
was the difficulty ; it was not possible to import coal from abroad, 
and the enemy held the mining districts of Poland. 

Wages rose considerably; labour, grown scare, demanded its 
price, the cost of living having increased appreciably. The rise 
in wages has been estimated at 19 to 30 per cent.; it was greatest 
wherever the manufacture of munitions of war was established. 
The study of the wages question during the war is particularly 
interesting in Russia, where industry recruits a portion of its 
labour from among a semi-agricultural population, which works 
in the factories but is always prone to return to the fields for 
seasonal work. In the war zone and in districts where prepara- 
tions were being made, the military authorities requisitioned 
labour, for which they paid, for trench-digging, road-making, and 
the putting up of huts. In some parts of Asiatic Russia Chinese 
labour somewhat eased the situation. 

The allowances to the families of soldiers in the field were made 
in accordance with the law of June 25th, 1912, which added to the 
number of recipients and increased the rate. The total. sum dis- 
bursed during the first nine months was 267 million roubles, of 
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which 245 millions were allocated to European Russia.' The 
country districts and the medium-sized towns asked for no more 
help, but in the more populous centres there was much distress, 
and both municipalities and voluntary agencies came to the rescue. 
Thus Moscow spends 950,000 roubles monthly to supplement the 
State allowance. 

The commercial and industrial life of Russia was profoundly 
disturbed, especially at the outbreak of hostilities. The substitutes 
who replaced the millions of men called to the colours,. were more 
costly and generally inferior in quality. The closing of the frontiers 
disorganised foreign trade and brought down the rate of exchange. 
In the first six months of 1914 the export of cereals represented 
294 million roubles; in the next six they fell to 55 millions; in 
the first six months of 1915 to 23 millions. Capital temporarily 
invested in Russia was withdrawn, and the difficulty of obtaining 
remittances was very serious. The State was obliged to intervene 
and give what assistance it could to meet private needs. 

It met with very generous co-operation from France and Eng- 
land, who are granting special terms for the payments which 
Russia has to make both to them and to neutral countries. No 
effort is being spared by the Russian Government to increase rail- 
way facilities, more specially for the transport of troops, to open 
new routes to the White Sea, and to ensure its maximum efficiency 
to the chain of steel which links Moscow and Vladivostok. In- 
dustry and commerce have undoubtedly suffered much from the 
congestion of the railways and the difficulties of communication 
with foreign countries. On the other hand, home-made products 
are beginning to replace articles of German origin. Encouraging 
results have already been obtained in the manufacture of auto- 
mobiles, chemical products, physical apparatus, optical lenses, 
and surgical instruments. And we are only at the beginning of 
the race. We need not pursue the subject further; it will suffice 
to say that the Report of the Department of Direct Contributions 
gives a comforting impression of the real strength of the great 
Empire. 

The Germans repeated in Russia the error they had already 
committed in their estimate of the Irish, the Hindoos and the 
Canadians. They looked upon Russia as a contemptible adversary, 
impotent alike in financial, industrial and military affairs. Their 
confidential agents served them badly. At the close of two years 
of devastating war, in which rich and prosperous portions of the 
Empire have been occupied, pillaged and subjected to extortionate 


1 The rate is not uniform. 
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levies by the German and Austrian troops, Russia stands firm 
financially, and her military resources have increased. The war 
which Germany forced on Russia has given us Turkish Armenia 
with Erzeroum and Trebizond, and has secured for us the incon- 
testable mastery of the Black Sea. Nor does our indebtedness to 
the enemy end there. The war, as Mr. Simpson, a Scottish writer, 
has so truly remarked, revealed Russia to herself and to the world. 
Her existence as an independent nation was at stake, and in the 
struggle which she and her Allies are waging against the Prussian 
attempt at universal domination, she discovered in herself qualities 
of elasticity, faculties of adaptation, and resources of which she 
had net suspected the possibility. The Russian organism burst 
the bonds that impeded its growth; corporate action sprang into 
being, and its sphere is rapidly extending. The enemy has un- 
deniable military successes te his credit; he has occupied large 
and wealthy tracts of territory; he has inflicted severe damage 
on the mercantile marine of his adversaries. Nevertheless, from 
September 1914 until to-day, the authors of the war and their 
accomplices have suffered a series of disappointments. Again and 
again the German Government and the German Press have been 
proved at fault in their understanding of psychology, have failed 
to appreciate the mentality of their enemies and even of neutrals. 
They proved themselves excellent spies in the domain of purely 
material facts, possessed of an exhaustive acquaintance with the 
reptile Press, and of a blind faith in the power of money that 
belongs to the intellectual level of the police detective. They 
imagined that there was nothing they could not know, nothing 
they could not buy, nothing they could not conquer. 

They are learning to-day that their adversaries, who are far 
more sparing of the blood of their soldiers, and who have not ceased 
to respect the laws of warfare, have succeeded by incredible efforts 
in attaining a position from which they can prepare and foresee 


decisive victory. A. RAFFALOVICH 


THE INDUSTRIES OF SERBIA. 


I. Obstacles to the Creation of Industries. 


SERBIA has been severely handicapped in the creation and 
development of industry. It was only in 1878 that she achieved 
complete political independence; thus, although possessed of 
ancient and great traditions, she is, in a sense, a very young 
nation. Five centuries of Turkish domination left—as they found 








110 THE ECONOMIC JOURNAL [MARCH 


her, a medieval State, and her awakening is a thing of yesterday. 
To adjust herself to modern standards of civilisation she needed 
time and, above all, the chance of peaceful development. But 
her brief period of autonomy is a deplorable record of wars and 
dynastic tragedies, and the haunting spectre of Austrian spoliation. 
The annexation of Bosnia and Herzegovina, in 1908, compelled 
Serbia to arm at very great expense, and her new industrial 
development was crippled at the outset. Industries in their 
infancy, hampered by lack of capital, struggling against great odds 
in a thinly populated, mountainous country, had to contend against 
aggressive foreign competition. They were too weak and inarticulate 
to overcome these obstacles, and manufacture on a large scale 
showed a constant tendency to vegetate. The house and small- 
shop industries of the towns possessed at the time something of 
the character of local markets, which secured them against the 
competition of large-scale industries. The absence of modern 
methods of transport and the lack of any outlet on the sea added 
to the difficulties. The capital available in the country was in- 
sufficient to allow of industrial development, and it was therefore 
of the utmost importance that capital should be attracted from 
abroad. The small amount of foreign capital actually invested 
in Serbian undertakings proved an inestimable boon. Unfor- 
tunately the Austro-German Press systematically cried down 
Serbia as a field for the foreign investor, and so discouraged the 
flow of capital that would have meant so much for her economic 
development. There seems little doubt that it suited the Central 
Empires to warn trespassers off the field, which they intended to 
reserve for their own use in the not very distant future. 


II. Location of Industries. 


It is well known that industries, as a rule, spring up and 
flourish in the neighbourhood of coalfields and iron mines. Not 
so the industries of Belgrade. Serbia is essentially an agricultural 
country, with little mineral wealth, and her industries are a 
creation of the last decade, with the Austro-Serbian tariff war 
of 1906 for their starting-point. Not coal or iron, but commercial 
roads afforded Serbia her opportunity. Belgrade lies on the great 
railway line that extends from London and Paris, through Vienna 
and Sofia, to Constantinople and Baghdad. It is also on the direct 
line from Nish to Salonica. Further, Belgrade, built on a height 
above the confluence of the Save and the Danube, commands three 
waterways: the first up the Save, which is navigable to Sisak ; 
the second up the Danube to Buda-Pest, Vienna, and Ulm; the 
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third down the Danube to the Black Sea. We may expect to 
see the river Morava made navigable, and a canal constructed to 
join the Morava to the Vardar, so that a direct river route will 
run to Salonica. This proposed new waterway will relieve the 
central railway of all the bulky and heavy traffic, and will be of 
great economic importance. 


III. Conditions Favouring the Establishment of Industries. 


As Serbia is in close touch with Austria-Hungary on the north 
and west, it is not surprising that not her commerce only, but her 
entire economic life, has long been controlled by her powerful 
neighbour. In 1905 Austria tried to ruin Serbia by forbidding the 
import of pigs and oxen—Serbia’s main export. There ensued, 
early in 1906, between Serbia and the Dual Monarchy a tariff war 
which lasted until 1911. The “ Pigs’ War,” as it was called, 
marked the beginning of Serbian commercial independence and 
the creation of her domestic industries. It was the great year of 
liberation for her commerce, and unique in the annals of the 
country. There was at the time no natural foundation for the 
development of industry, yet factories were to be built and indus- 
tries developed. A new Customs tariff came into force in March, 
1906, the root idea of which was protection, but manufacturers 
erecting industrial establishments were granted the privilege of 
importing the necessary machinery free of duty. It was thus, 
under conditions nothing short of desperate, that Serbia began 
her career as an independent industrial State in 1906. 

While industry on a large scale was developing, small indus- 
tries did not by any means drop suddenly out of the race. And 
in these circumstances progress remained very slow. The coal 
supply shows how backward Serbia has been until quite recently. 
Twenty years ago she still exported coal; to-day the home supply 
is inadequate for industrial purposes, and foreign coal is imported. 
The protective tariff brought within the kingdom many industries 
which had formerly supplied the entire national requirements 
from the outside. From this time onward it is possible to dignify 
the industrial activities of Serbia, and more especially of Belgrade, 
by the name of manufactures. With the exception of some small 
industrial centres in the Morava valley, all industrial forces have 
a tendency to concentrate in Belgrade. 


IV. Industrial Development. 


We have seen how not only the tariff war of 1906, but also 
the existing Customs regulations were favourable to manufac- 
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turers. The industries of Belgrade cater for home requirements, 
and work with comparatively cheap raw materials. Railway 
development, cheapening the transport of raw products from the 
country, and enhancing the prosperity of the towns and larger 
villages, further stimulated the growth of manufactures in Bel- 
grade. We will briefly review the most important industries. 

The great slaughterhouses and curing factories, with their out- 
put of meat, fresh lard, and bacon, are of special importance. 
Tanneries ‘provide leather for manufacturers of leather goods, and 
for boot and shoe factories, but the national supply of raw 
material is insufficient, and more leather is imported from abroad. 
The newly. established sugar industry now plays an important 
part both in the agriculture and the manufacture of the country. 
The beet is cultivated in the country, and yields a good percentage 
of sugar. 

Among the most important industries is the milling of grain, 
which supplies all the flour required for home consumption. 
There are also macaroni, semolina, and Italian paste factories, 
which, however, owing to insufficiency of capital, do not satisfy 
the home demand. The manufacture of matches, which is a mono- 
poly, answers the needs of the country. Breweries are very 
prosperous, and are supplied with home grown and made malt, 
while the hops are imported from abroad. 

Manufacturers of pottery have the advantage of a good 
domestic supply of raw products ; they turn out stoves and various 
materials for the construction of drains, but the trade lacks both 
capital and business capacity, and cannot cope with the home 
demand. The entire tobacco trade—cultivation, manufacture, 
and sale—is a Government monopoly. The home-grown tobacco, 
produced chiefly in the Morava valley, is mixed with Turkish ; 
the blend obtained is excellent, and is used almost exclusively for 
the production of cigarettes. 

The low import duties on unfinished articles encouraged the 
establishment of industries which worked up the half-manufac- 
tured materials imported from abroad. Among these may be 
mentioned sawmills, soap works, candle factories. paper mills, 
and manufactories of cloth and other textiles. At first there were 
many difficulties to surmount, but the movement, though slow, 
continued without interruption. Every depression was followed 
by a period of progress and prosperity, and so in the last few years 
the economic foundations of modern Serbia were successfully laid. 
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V. Future of Industry. 


We have seen how deficient methods of communication have 
hampered the development of trade and industry. The extension 
of railway facilities, which will supply the industries of Belgrade 
more cheaply, quickly, and efficiently, will be of the greatest value 
to the nation. New bridges and highways are urgently needed, 
and existing roads must be improved. The subject of vital interest 
at present is the projected Danube-Adriatic line, which is expected 
to become a great artery of Serbian traffic. This line is already 
begun. 

The lack of a native fuel supply is compensated by the 
enormous water power of the country, which enables electricity 
to be generated at small cost. Recent developments of electro- 
technology have made practicable the transmission of electrical 
energy over long distances, and the introduction of modern, 
efficient turbines will further enhance the- value of water power. 
There had been some progress in this direction before the war, 
and it is expected to become more definite and intelligent. 
Another task reserved for the future is the development of the 
soil, and the working up of materials into more valuable products 
before export. 

There is much important work to be done in order to establish 
direct railway and shipping connections with other countries and 
to shake off the incubus of the foreign intermediary who battens 
on Serbia’s trade. When Serbia was drawn into the great war 
her industries were crippled; to-day almost all of them are 
destroyed. The first Austrian shells fired on July 29th, 1914, were 
directed, not at the military establishments, but at the youthful 
industries of Belgrade. 

The existing industries, created to meet the needs of the Serbia 
of 1912, will have to be renewed and considerably extended for 
the greater Serbia of the future. The Serbs are endowed with 
an enterprising spirit, and their standard of workmanship is 
high. To carry on the new industries much foreign capital will 
be required. Blast furnaces, capable of supplying industry with its 
requirements in steel and iron, are first essentials. The existing 
railway lines must be linked up with the lines of the new provinces, 
to stimulate the interchange of products, and to ensure thorough 
and rapid assimilation of the new territories. The water-borne 
traffic of the Danube and Save, which will cease to be frontier 
rivers, will be equally important. With the exception of two or 
three captured ships, the entire Serbian mercantile marine has 
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been destroyed. A great shipping yard for the construction of 
steamboats, tugs, and barges will be a primary necessity. 


VI. Necessity for a Serbian Harbour. 


Serbia’s geographical conditions are unfavourable ; she cannot 
compare with those other small European countries so happily 
placed on the edge of the world’s great commercial roads. With 
no access to the sea-coast, whether near or remote, Serbia has 
been deprived of all commercial relations, and has been denied the 
opportunities of economic and industrial expansion to which 
Holland, Belgium, and Denmark owe their fortune and prosperity. 
Powerful States separated Serbia from the rest of the world, and 
she remained a landlocked country under the shadow of the mili- 
tary menace and economic exploitation of Austria. She could 
export only through Austria-Hungary, on whom she was there- 
fore as dependent as any subject State. When this Empire closed 
its frontiers to Serbian trade the situation was indeed critical. 
Serbia stood at the edge of the abyss. 

How much Serbia feels the need of a harbour can be judged 
from the experience of the past few years. Since Salonica passed 
into Greek hands, and the relations of Greece and Serbia were 
friendly, Serbian trade passing through Salonica expanded so 
enormously as to transform the appearance of the great Aegean 
port. It might have been a Serbian export centre, for it was 
Serbian trade, incomparably greater than Greek trade, which gave 
life to Salonica. 

For the future Serbia will indubitably need not only free 
access to, but a port of her own on the Adriatic, and a coast-line 
in proportion to her inland territory. The greater portion of the 
New Serbia will press towards the Adriatic, which will profit by 
the river routes of the Danube and Save up to Sisak. Hence 
Fiume is indicated as the principal Serbian harbour on the 
Adriatic, more especially since the population of this town and 
district is composed almost exclusively of Serbo-Croats. Other 
points on the coast south of Fiume would not serve—first, because 
of the configuration of the coast, and, secondly, owing to the 
difficulty of running railway lines to these points. 

With the new harbours which Serbia hopes to acquire, and 
her excellent geographical position so near the central portion of 
the Mediterranean, her further progress in the industrial field is 
full of rich possibilities. MitosH St. InircH 


Birmingham University. 
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THE PROBLEM OF CASUAL Dock LABOUR IN HOLLAND. 


THE consequences of casual labour in the Dutch ports are iden- 
tical with those experienced in England. Of course, the number 
of dock labourers is not so great in the Dutch as in the principal 
English ports, but the conditions under which these labourers 
work are on the whole the same. It might perhaps be expected 
that nationality would exert its influence with regard to the sort 
of unfavourable effects for individuals and for society, a more par- 
ticularly Dutch character being inherent to them as compared 
with the same phenomenon in England. Nothing of the kind. 
The Dutch casual labourer suffers from the disadvantages of his 
social position in the same way as the English, the cause of his 
situation being not of a national but of a social character. Thus 
the Dutch community is called upon to perform the same task as 
that at which England has been working so successfully for some 
years. 

For the regular readers of this periodical, in which so many 
interesting articles on this part of the problem of unemployment 
have been published, we need not refer in detail to the causes of 
casual labour. In England they are at the fountain head of our 
knowledge of this problem. For though on the Continent the 
consequences of casual labour were as obvious as in England, our 
knowledge of its causes, and so of the means for combating this 
evil, are due in the first place to English economists and social 
reformers,who have hereby laid all those studying the problem 
under a great obligation. The reporter on an inquiry into the 
situation of casual dockers, organised in 1912 at Amsterdam, gives 
as his opinion : “By examining the labourers, an opportunity was 
offered to get an insight into the generally sad conditions of life 
of those workmen, which appeared to correspond in nearly all 
respects to what was found by the English inquirers on this 
subject.” ; 

The war has worked this good consequence for the problem of 
casual labour, that it has accelerated its solution. We do not 
assert that this solution was caused by it ; for several years, in fact, 
the opinion has been more and more widely held that the existing 
state of affairs in the docks urgently needed improvement, while 
the more far-sighted understood that, in order to eliminate the 
most important cause of those bad conditions, the prevalent 
system of engaging men had to be changed first of all. 

12 











116 THE ECONOMIC JOURNAL [MARCH 


For the port of Rotterdam the idea of regulating this system 
in some manner is far from novel. Various attempts had already 
been made in that port to reduce the too extensive labour reserves, 
or, if possible, to make them disappear. During the last twenty 
or twenty-five years a great number of endeavours have been made 
in that direction. Yet not a single one—however efficacious it 
may have appeared at first sight—proved capable of realising the 
object aimed at. Though wages may have been raised, and the 
hours of work regularised, no improvement of a more or less 
radical nature in the system of engagement could be attained up 
to now. 

As regards the port of Amsterdam, it must be mentioned that 
already in 1904 full deliberations had been held by the Port 
Employers’ Association about the constitution of a kind of Labour 
Exchange for the docks, or, rather, of a central association of 
master stevedores, which was to take into its service all casual dock 
labourers, with a view to distributing them afterwards in propor- 
tion to the demand and according to fixed rules among the various 
separate undertakings. On close observation of the details of the 
plan it appeared, however, that its execution would meet with so 
many serious objections in practice that it was never carried out. 

Another important endeavour to bring about some organisation 
in the engagement of casuals and to create a staff of labourers 
capable of finding a livelihood in the docks consisted in the intro- 
duction, in 1900, of the so-called “booklet system,” which in prin- 
ciple resembles most the well-known system of the London and 
India Docks Company. 

That casual labour in the docks is scarcely known in the 
smaller ports of Holland may certainly be considered as a proof 
that it should be regarded as a phenomenon affecting great masses 
and consequently as peculiar to the labour conditions in large 
ports. Speaking generally, the regulations applied in those 
smaller places, and suggested by the labourers themselves, come 
to this that by mutual association the labourers obtained from 
the employers, either by arrangement or by contract, an under- 
standing that only members of their union would be allowed to do 
the work available. Only when the demand for labourers 
increases to such a degree that the union is no longer able to meet 
it, non-union men are taken on. 

As stated above, the war has accelerated the process of improv- 
ing the organisation of the labour market in the two large Dutch 
ports, Rotterdam and Amsterdam. Never before, indeed, have 
the disadvantages of casual labour so distinctly come to light as 
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during the crisis, rendering a special organisation of relief of 
distress necessary. 

Anyone who knows the effects of a lack of an organised inter- 
mediary between demand and supply of labour in the docks will 
understand that the number of men employed is by no means pro- 
portionate to the number of those offering. For in accordance with 
the degree of disconnection of the labour market the number of 
labourers offering increases, and so we may take it for granted that 
the number of those in search of work, who applied at the gates 
of the docks and wharves, was considerably larger in Holland than 
the maximum of those employed on the busiest day of the year. 
This phenomenon, which is also visible in normal times, is still 
more noticeable—of course, in a time of crisis, the proportion of 
the quantity of work available to the number of men in search 
of work becoming still more unfavourable. 

In Holland the crisis caused by the war necessitated, as one 
of the first measures, the establishment of a Committee of Relief 
for the unemployed dockers. The longer the crisis lasted, how- 
ever, the more the difficulty presented itself in the practice of the 
relief work of determining when a casual docker should be con- 
sidered unemployed. It was precisely in the course of their 
work that the Committee of Relief experienced the truth of 
Mr. Beveridge’s maxim that : “The essence of their position is not 
that they are unemployed, but that they are irregularly employed.” 
(Beveridge, Unemployment: A Problem of Industry, page 77). 
The conviction grew that, in order to help the victims of the crisis 
permanently, it was not sufficient to support them chiefly or exclu- 
sively with money, but that in the first place attempts should be 
made to eliminate the original cause of uncertainty in their live- 
lihood. Not until this had taken place, indeed, could it be deter- 
mined who was out of work for no fault of his own, but in addition 
—and this was even more important—endeavours could then be 
made to substitute central regulation for the prevalent system of 
casual employment. At the same time the superfluous part of 
the labour reserve could be got rid of, with the result that, after 
the crisis of the war, trade in the docks having recovered its normal 
position, this matter would have been entirely arranged. 

At Amsterdam a committee was appointed by the local authori- 
ties, whose object it was to project detailed plans for the consti- 
tution of a dock labour exchange. Although this committee is not 
yet ready with its final report, it has carried through a provisional 
measure to the effect that for the greater part of the docks an 
experiment is being made with a system by which the employers 
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take on the labourers at the gates of their own wharves during a 
fixed period of the morning only, but for the rest of the day bind 
themselves to take on the men at a centre of engagement to be 
instituted by the local government. 

Although the organisation of labour marketing for the docks 
has undoubtedly reached a further stage of completion at Rotter- 
dam than at Amsterdam, yet there is less to be said about the 
former port. For at Rotterdam this matter is at present entirely 
in the hands of the employers, and any influence on the part of 
the municipality is excluded. There are good reasons to suppose, 
however, that after the endeavours of former years, aiming at the 
improvement of the existing state of affairs, the attempt now 
being undertaken will be more successful. 

Although the Stevedores Act, which will probably come into 
operation in the course of this year, is not related directly to the 
problem of casual labour, yet we think it relevant to mention it in 
the present connection. The Act contains chiefly prescriptions of 
safety for the prevention of trade accidents, but one paragraph 
deals with the spells of work in the docks. It stipulates that 
.dockers are not allowed to work any longer than ten hours out of 
twenty-four, unless licence for overtime in extraordinary circum- 
stances is obtained for each case separately, and also with the 
exception of particular groups in connection with particular kinds 
of work. On no account will they be allowed to work any longer 
than twenty-four hours at a stretch, rests of six hours and less 
included, while they are not permitted to work ir total more than 
sixty hours in the period from Monday at 6 a.m. till Saturday at 
midnight, again unless licence for overtime in extraordinary cir- 
cumstances is obtained for each case separately. One of the 
greatest evils of casual dock labour is thus attacked by this Act. 

When we survey the results obtained up to now, it is obvious 
that in Holland, as in most other countries, the constitution of 
labour exchanges is considered one of the most efficient measures 
for improving the conditions of labour in the docks. The future 
will decide whether the dock labour exchange will also make for 
the stability of employment. 


E. BoEKMAN 


Amsterdam. 
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THE SWEDISH BREAD CARD. 
Down each column of coupons is a dotted line 


SPECIMEN FOOD TICKETS. 
showing where the coupons may be divided. 


This is only half the complete ticket, for the first week only. 
The 3 indicating the district is in the original printed over the 
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THE FRENCH SuGAR CARD. 


A copy of the French sugar card is given below. It is made 
of yellow cardboard, folded in two, and current for six months. 
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| 


On the first page is the name of the Commune where the card 
is current, and the notice that the said card is personal and not 
transferable ; on the left is the official stamp of the Commune; on 
the right the signature of the holder. On the second page are 
18 coupons as above, each entitling to 250 grm. of sugar every ten 
days from February lst to July 31st. 

An allowance of 750 grm. of sugar per head is being made 
monthly from February 1st, with a reduction of 250 or 500 grm. 
for people who take one or two meals ina restaurant. Besides this, 
at a convenient time 3 kilas per head will be allotted annually for 
jam-making. 
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THE DANISH SUGAR CARD. 
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SOME RECENT ARTICLES IN GERMAN PERIODICALS. 


J. THE SuppLy oF INDUSTRIAL LABOUR IN GERMANY DURING 
THE WaR. 


THE following information relating to this great war dilemma 
has been taken from the Jahrbiicher fiir Nationaloekonomie und 
Statistik (December issue, 1916). It has been collected in the 
highly industrialised province of Upper Silesia, and may serve, 
therefore, to a certain degree as an illustration of how the obstacles 
of shortage of labour have been met with also in other industrial 
centres of Germany. ; 

Statistics relating to five Upper Silesian iron and engineering 
works, employing about 15,000 workmen, show, the author, Dr. 
Friedrich Syrup, states, that after the first three weeks of war 
23 per cent. of their hands had been called to the colours. The 
remaining 77 per cent. had been increased to about 80 per cent. 
by new employees. Business was brisk, as even before the war 
some of the factories were already in part engaged on military 
contracts, and these now devoted themselves entirely to war 
orders, working at full pressure in order to meet army demands. 

After the first twelvemonth of war, however, in spite of the 
fact that many more workmen had been called up, the peace 
numbers had not only been once more equalled, but actually 
exceeded by 8 per cent. The following notes deal with the 
various means which enable Upper Silesian industrials, in spite 
of all obstacles, to secure a supply of labour sufficient to enable 
them to deal successfully with the extensive contracts, especially 
for military material, which they had undertaken to deliver. 


1.—Increasing the Individual Output. 


The first method adopted in order to make up for the shortage 
of labour was to increase the output of the workmen still left in 
such a way as to give due regard to the interests of national 
defence and of the employers on the one side, and to those of 
the workers on the other. The first weeks of transition imme- 
diately after mobilisation’ involved specially heavy demands on 
mechanics, engineers, and foremen. 

It was found that the best way of getting the utmost out of 
the men was to increase piece-work rates. Specially high pay 
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for Sunday work, with overtime, easily induced the workers to 
give up their usual leisure also. 

After some months, however, it was found that this overwork 
reduced output, and ought to be avoided as much as possible. It 
was not possible, in view of the shortage of labour with the 
paramount claims of national defence, to divide the 24-hour day 
into three 8-hour shifts. 


2.—Prevention of Migration of Labour. 


The necessity for the prevention of migration of labour did 
not appear immediately after the war. In certain branches of 
industry—e.g., furniture-making, food factories, manufacture of 
luxuries—output was reduced and the supply of labour exceeded 
the demand, while, on the other hand, migration was counten- 
anced, not only of the labour so set free, but also of other and 
most necessary labour. Labour Exchanges, ignorant of local 
conditions, and even the army authorities themselves, encouraged 
migration of iron workers to the industrial war-centres of Western 
Germany. The intention was doubtless excellent, as in theory 
only unemployed workmen were to be attracted and the general 
advantage thereby served, but it was not noticed that the un- 
employment noticeable in the first stages of the war did not 
extend to skilled iron-workers, and that many of these were 
being induced to leave jobs at which they would otherwise have 
vontinued to work. Such a diversion of labour would have in- 
flicted serious injury on the industry of Upper Silesia, inasmuch 
as there is already considerable migration from that province to 
other industrial districts; thus the latest statistics show that of 
the miners and iron-workers in the Rhineland and Westphalia 
12 per cent. come from Silesia, of Berlin industrial workers 
18 per cent., and of Saxon industrial workers as much as 27 per 
cent. 

The civil and military authorities were, however, quick to 
realise their mistake, and took effective measures to discounten- 
ance the activity of agents and plausible newspaper advertise- 
ments. This course was the less objectionable, inasmuch as all 
skilled iron-workers in Upper Silesia were assured of permanent 
and well-paid work. Competition for skilled hands was very 
sharp among the various works, and led to increased wages, 
while in addition the interests of national defence demanded that 
the necessary labour should be secured to them. The only excep- 
tion made was in the middle of November, 1914, when there 
was a temporary systematic transfer of the younger workmen to 
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other districts; these youths, however, almost all returned home 
within a short space of time, so that the apprehensions at first 
expressed with regard to them proved groundless. 


3.—Encouragement of Immigration from Other Districts. 


The attempt to procure labour from outside Silesia met with 
greater difficulties. Every great industrial district endeavours 
to attract to itself the labour it requires from its more and less 
immediate neighbourhood. But the political peninsula of Upper 
Silesia, surrounded as it is on three sides by foreign territory, 
has always been at a disadvantage compared with the other 
German mining districts; it enjoys no great reputation in the 
Empire generally, and, in view of its situation, was not cal- 
culated to attract timid souls during the first six months of the 
war. 

In addition to all this, Upper Silesia was handicapped by 
possessing no organised Labour Exchanges at the beginning of 
the war; the workman out of employ was in the habit of going 
from factory to factory and studying the lists of “hands wanted ” 
pasted on the doors. It need hardly be said that numerous dis- 
advantages attach to such a system, which wastes time and 
encourages idleness and drinking, besides making it much more 
difficult for a careful factory owner to choose his men. The fact 
that each factory proceeded independently of all the others of 
course led to the steady and capable hands looking out jobs for 
themselves, whereas such Labour Exchanges as existed were 
left with the inferior workers on their hands. Their efforts to 
find situations for such inferior labour Jed to a prejudice arising 
against Labour Exchanges in general, which also extended to 
the Communal Exchanges. 

These Communal Exchanges were faced with the usual initial 
difficulties: lack of capable managers, red tape, unfavourably- 
situated offices, mutual jealousies, etc., and they had one par- 
ticular shortcoming—the lack of centralisation. The Central 
Labour Bureau for Silesia, established at Breslau, was not in a 
position to do justice to the special claims of industrial Upper 
Silesia. So self-contained and specialised a district should have 
received from the beginning a properly centralised exchange 
system with a proper classification of occupations, and this would 
have been neither expensive nor difficult in view of the fact that 
the branches of industry concerned—viz., coal-mining, iron and 
zinc works, and hardware factories—are comparatively few, and 
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of the further fact that Employers’ Exchanges, which have 
proved so useful elsewhere, do not exist in this province. 


4.—Individual Efforts to Obtain Workers. 


The attempts of individual employers to obtain hands by 
application to the other Exchanges of their own or neighbouring 
provinces, after having unsuccessfully set the local Exchange in 
motion, were not usually successful. In cases where applications 
for exemption of present employees from service were rejected, 
the official inspectors habitually referred employers to the Labour 
Exchanges recorded in the lists of the Arbeits-Anzeiger as offer- 
ing workers who might make suitable substitutes. But such refer- 
ences mostly proved useless, as the Exchange officials had no 
cognisance of the qualifications required for each particular situa- 
tion, and therefore refused to take the responsibility of selecting. 

This method having thus proved unsatisfactory, local can- 
vassing was resorted to the more actively. Many cases are known 
in which the agents of a factory paying high wages endeavoured 
to induce workmen to leave another factory where wages were 
lower; the high-wage factories were, without exception, such as 
had undertaken well-paid army contracts, the low-wage factories 
usually had less well-paid army contracts or peace contracts. The 
result was that a flourishing factory engaged on important war 
contracts was able decisively to influence the scale of wages for 
certain groups of workers throughout the whole industrial area. 

This was a tendency which the employers as a whole naturally 
tried to counteract, but with no great success. An agreement that 
no works should engage any workman who had left his previous 
situation without his employer’s consent was immediately aban- 
doned on legal grounds, and would in any case have been im- 
possible because it would have destroyed the workman’s liberty 
to give notice. Another agreement, prohibiting an employer from 
directly canvassing the workers of another employer, proved in- 
effectual in practice, since specially well-paid workmen them- 
selves encouraged their friends elsewhere to apply for any 
vacancies there might happen to be. 

The freedom of the market thus remained unrestricted, the 
authorities confining themselves to keeping an eye on fraudulent 
advertisements in the newspapers, such as those offering to put 
in exemption claims, while the zone of availability for workmen's 
tickets was actually extended. 

In the case of older workmen, it is true that the bait of 
higher wages was counteracted by the loss of pension rights 
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involved, while many of them also reflected that war-work would 
in any case be only a temporary form of employment. 


5.—Training of Workers Taken from Other Trades. 


This important matter threw a great deal of extra work on 
the engineers and foremen. Most of the army contracts were 
for great quantities of articles all turned out according to a 
uniform pattern, thus affording great scope for special machinery 
and sub-division of labour, and incidentally for the training of 
unskilled workers or skilled workers from other trades. 

At first it was still found possible to consider the previous 
occupation of workers taken on as substitutes; thus metal- 
turning jobs were reserved for wood-turners, mechanics, etc. 
Subsequently this principle was relaxed so as to apply to all 
workers who had had to deal with machinery of any kind, and 
were thus familiar with general principles; but even this elemen- 
tary distinction had soon to be given up. . 

The training of so many new hands of infinitely various 
physical and mental capacities naturally called for great pains 
and patience on the part of foremen, etc., their exacting occupa- 
tion thus being permanent instead of temporary. Part of the 
new hands had to be dismissed as useless, others gave notice of 
their own accord, yet others were continually being called to the 
colours. A sufficient supply of substitutes, and a sufficiency of 
willingness to learn the new processes as quickly as possible, could 
only be secured by specially high piece-work rates and bonuses. 
Furthermore, the constant changes of personnel involved undue 
wear and tear of the machinery and increased renewal charges, 
while the additional delays and disabilities to which the execution 
of contracts was subjected called for all the organising capacity 
of the heads of the establishment. 

In spite of all this, the training of unskilled workers was 
attended by a great measure of success, and many workers 
reached a standard of output and of wages which was much above 
the average. 


6.—Employment of Invalided Soldiers. 


It was found possible gradually to withdraw more and more 
men for military service without impairing industrial efficiency, 
and the examination of claims for exemption on the ground of 
indispensability became increasingly severe, while on the other 
hand the situation was eased by the increasing substitution of 
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soldiers only fit for garrison duty. In the course of the war 
there accumulated at the depdts a large number of men who 
would in all probability be unfit to take the field again, but most 
of whom were quite able to follow their ordinary avocations. 
These men were substituted for a corresponding number of 
workers fit for military service. 

Difficulties were caused in this connection by the fact that 
such men were not discharged from the army, but were only 
given leave in each single instance. Consequently they con- 
tinued to receive their army pay, which induced a number of 
employers to attempt to cut down their wages by the amount of 
such pay. Moreover, they were apt to be treated as being still 
“under orders,” and their liberty and privileges consequently 
restricted, while the civilian workers regarded them as a dis- 
turbing element and unfair competitors. 

In order to avoid this, and in recognition of the principle 
that a maximum output can only be expected of a free worker, 
the military authorities ordered such men to be discharged from 
the army for the period of their exemption. 

The distribution of invalided soldiers, however, gave rise to 
a good many difficulties which were only gradually recognised 
and remedied. In the first place, sufficient care was not taken 
to return each man to the situation he occupied in peace-time, 
with the result that employers were deprived of men whom they 
were entitled to, these sometimes going directly to competing 
firms; this was all the more regrettable, as such employers were 
often paying separation allowances on the supposition that the 
men in question were still with the colours. Moreover, a dis- 
charged man was not always put into a job that he was really 
capable of dealing with, the result being reduced output, lack of 
zeal, and low wages. In the second place, it sometimes happened 
that men applied for situations for which they had not the neces- 
sary training and experience, while, on the other hand, employers 
put down unskilled jobs as skilled in order to give greater weight 
to their application. The military authorities suggested the 
appointment of ‘selectors’ to examine each man’s qualifications, 
but this was of little use in view of the lack of persons possessing 
the necessary variety of experience. Finally, a great many men 
were discharged and ordered to put themselves at the employers’ 
service without being sufficiently informed as to wages and condi- 
tions. This led to trouble and dissatisfaction when work was 
begun, for workers from the great cities and the industrial centres 
of the West were in some cases accustomed to higher wages, and 
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conceived themselves taken advantage of; they, therefore, often 
returned to the depdts after a short period of work, with the 
consequence that regularity of output was disturbed and dis- 
satisfaction caused among the local workers also. A well-regulated 
Labour Exchange would from the beginning have minimised 
trouble from this source. 


7.—Employment of Older Workers. 


One good result of the shortage of labour was that more 
recourse was had to older workpeople, whose employment and 
wages improved considerably. 

This phenomenon deserves the attention of those interested 
in social questions, since the fate of the older workmen has been 
much under discussion of late years, and future investigation will 
find much valuable material in the increase of the average age 
during the war for determining whether or not the elimination 
of older workers is really detrimental not only to the employer, 
but also to the national interest. 

To a certain extent a trade boom always improves the prospects 
of the older men, but this was particularly noticeable during the 
war, since employers could count absolutely on retaining the 
services of men over 45, the limit of military age. Thus if there 
were two applicants of approximately equal qualifications for a 
certain job, one below and one above the age of 45, the employer 
would often be inclined to take on the older man in order to avoid 
a possible change later on. Workers of from 39 to 45 had also a 
certain advantage over younger men, since they were less liable to 
be called up. Apart from the question of physical fitness, the 
military authorities were induced to make this distinction by 
consideration for industry and labour. The older workers, 
especially when they are fathers of families, are more valuable 
because of their steadiness than the young unmarried men who 
are fond of a change; and it seemed, besides, inequitable to 
exempt the latter class from service and give them the oppor- 
tunity of earning the higher wages which would do much more 
good to the families of the older people. 

Samples taken at random from various concerns employing 
altogether about 15,000 hands showed that the percentage of 
men over 45 among the total number of employees over 16 had 
increased from 20 before the war to 38 after the first year of 
war, while almost half the total consisted of men over 39 years 
old. These figures are the more important as they refer to iron- 
works, where pre-war statistics showed that the age limit of em- 
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ployees had tended to be fixed in practice at about 40 years, 
though, of course, the desire of employers to keep their 
personnel as permanent as possible led to the older men being 
retained on lighter occupation at lower wages. The engagement 
of older men from outside, however, occurred very rarely. 

This practice was disturbed by the war. Older men from 
outside were taken into.employ, and the older men already on 
the works were once more advanced to more responsible positions. 
This gave employers an opportunity of revising their conclusions 
as to the usefulness of such men and to note their greater steadi- 
ness, circumspection, and reliability as compared with many of 
the younger people; we may hope that the experience so gained 
will result in a greater value being attached to their services in 
the future. On the other hand, it will be well to note carefully 
what becomes of the older men when the younger men all return 
from the war. The older men taken on during the war have 
scarcely yet firmly established themselves in their new sphere of 
action, and as they will have only a short period of employment 
to their credit, they run a greater risk of dismissal when the 
supply increases. All the same, employers will do well to con- 
sider the desirability of retaining these quieter men, more 
especially in the first years after the war. 


8.—Employment of Women Workers. 


Women workers were largely employed in industrial concerns 
to make up the shortage of male labour. Before the war the 
number of female employees in the works mentioned above was 
6 per cent.; after one year of war it had risen to 16 per cent., 
representing an increase of 1,500 in the total number. 

This substitution of women for men made it necessary, so far 
as the intentions of the law allowed, to adapt the legal provisions 
for their protection to the changed state of the labour market. 
A law passed on August 4th, 1915, empowered the Imperial 
Chancellor to sanction exceptions to the workers’ protection 
regulations for certain districts or certain concerns. It is an 
indication of the soundness of our social policy that the Chan- 
cellor made no use of these general powers, but contented himself 
wrth directing the local authorities to make such local exceptions 
as they saw fit in view of special circumstances. The Imperial 
Government is to be congratulated on refusing to change the 
principle of workers’ protection in spite of the great stress of the 
crisis. An apparent general exception to the rules in favour of 


war contractors proved to be due to the verbal ambiguities of a 
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certain War Office memorandum, which was soon corrected by 
the authorities themselves. 

In an industrial district such as that of Upper Silesia, con- 
sisting mainly of coal-mines and iron and zinc works, the ad- 
ministrative authorities were naturally compelled to make many 
exceptions to,the regulations for the protection of women workers 
in single instances; the chief general distinction made was 
between exceptions applied for in view of the urgency of a war 
contract or of keeping the concern in question going, and those 
applied for merely on grounds of private interest. Jt is worth 
pointing out that no exceptions were permitted to the rules 
granting women eleven hours of uninterrupted rest, a midday 
interval of at least one hour, and proper maternity protection, 
and very few to the rule limiting the hours of employment to 
ten. On the other hand, exceptions to earlier stoppage of work 
on the night before Sundays and holidays were frequent, and 
night-work for women had also to be permitted in many cases 
where either the industrial processes could not be interrupted 
(e.g., in the blast furnaces and coke works) or military require- 
ments demanded the maximum output of certain factories (e.g., 
metal pressing and turning works). 

The Upper Silesian industrial district contains few of the 
industries which usually find employment for a large proportion 
of women in their ranks (e.g., the textile and tobacco industries, 
etc.), and the local womenfolk had thus been long used to work- 
ing in the mining and building trades, where female labour is 
elsewhere exceptional, while, on the other hand, they have never 
taken kindly to domestic service. The consequence was that at 
the beginning of the war it was not only found possible to employ 
Silesian women on work that would have overtaxed the strength 
of female workers elsewhere, but there was also plenty of such 
labour available, the attraction of high wages being now added 
to that of the liberty afforded by factory work, besides the fact 
that there was a great diminution in the number of domestic 
situations vacant. All that remained to be done, therefore, was 
to make the most suitable selection in each case. 

In the foundries women were employed on tipping the ore as 
it arrived, wheeling it to the furnaces, charging the furnaces, 
making moulds for receiving the molten pig, and carting it away 
when set. Such work demands not so much intelligence as great 
muscular power and indifference to climatic conditions. After a 
little practice the output of the women came up to 60-70 per cent. 
of that of the men; the wages were in proportion, and the ser- 
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viceability and steadiness of the women workers were generally 
recognised. The qualities required for other processes are, of 
course, very different ; but women were employed at, e.g., lathes, 
drilling and stamping machines, emery-wheels, friction 
presses, cutting-out machines, wire-rope machines, nail- and 
chain-making machines, etc., though they were confined to such 
parts of these processes as did not involve the lifting of heavy 
weights. , 

Three factors were found to be of special importance—the 
origin, the age, and the family state of the women. Those of 
country origin differed clearly from those drawn from the urban 
population. The former were preferred by many foremen as 
being more industrious, quieter, less sensitive, and less gossipy 
and quarrelsome, but, on the other hand, they often proved useless 
in processes requiring a certain amount of independent brain- 
work ; they took from six to eight times as long to learn the work 
as men of the same age, and even after the initial training had to 
be constantly supervised in order to keep up the necessary standard 
of exactitude. To some extent this was the case with the town 
women also; even after a considerable period at the machines 
they did not seem to feel sure of themselves; they were puzzled 
by those manipulations which did not constantly recur, and were 
slower than the men in devising small advantages and easements 
for themselves during their work. On the other hand, processes 
demanding only a few constantly recurring, almost automatic, 
movements were very well served by the women, and often far 
better than by youths aged from sixteen to nineteen. 

In many cases the employment of older female workers was 
an unavoidable necessity. The sudden appearance in a factory 
of large numbers of girls who have never done such work before 
gives rise to many difficulties, mostly connected with their ten- 
dency to quarrel among themselves, and in many works a nucleus 
of older women was created in order to exercise a certain amount 
of restraint on the younger employees. Besides this, almost all 
situations in which high pay was given in order to secure a large 
output were filled with elder women. 

Among these the married women, whose husbands were mostly 
with the colours, specially distinguished themselves. The highest 
wages, in some cases double or treble the average, were almost in 
every instance earned by married women, who took a pride, not 
only in their large earnings, but also in the work itself. 

Most of the girls were new to factory work, having previously 
been employed in domestic service or in shops, or as seamstresses, 
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etc. As a rule, they were well satisfied with factory life and 
factory wages. 

These experiences with the working women of Upper Silesia 
suggest the establishment of local industries based on light female 
labour after the war. There will be plenty of hands available, so 
that wages will be low. Moreover, the war has shown that the 
working capacity of Upper Silesian women and girls is far greater 
than has been hitherto supposed. 


9.—Employment of Juveniles. 


Besides the men over military age and the women, the youths 
under military age were also called upon to replace the men who 
had joined the colours. In the case of those of them who were 
over sixteen, the only obstacle in the way was their liability to 
continuation-school attendance, and a great many of those work- 
ing on war contracts had necessarily to be exempted from such 
attendance. 

Increased employment and increased wages put a great many 
of the lads in possession of unexpected amounts of cash, 
which were often very ill-spent. Moreover, they caused the lads 
to over-estimate their own capacities, to be restive against 
authority, and to change their employment with undue frequency, 
all of which caused industrial trouble. While cases of breach of 
contract in general showed a diminution during the war, they 
were decidedly on the increase in the case of these youths. Em- 
ployers not prejudiced against continuation schools soon recog- 
nised that the absence of the training afforded in these en- 
couraged youthful excesses of this kind, and an arrangement 
was made whereby all youths liable to continuation school, whether 
working on day or night shifts, were enabled to partake of regular 
instruction without their working hours being thereby reduced. 

A peculiar difficulty raised by the war was that with regard to 
trade apprentices. A great many master workers having been 
called to the colours, the training of their apprentices was in 
danger of being interrupted, while in certain cases the great 
reduction in the number of orders due to the war caused appren- 
tices to be insufficiently employed. The guilds did their best to 
give advice and substitute other employment, but in many cases 
no satisfactory solution was arrived at, inasmuch as the parents 
of the apprentices looked on the wages paid by war contractors 
as a welcome addition to the family income, and accordingly en- 
couraged their sons to take up this class of work. Some parents 
exercised the legal privilege which provides that a transference 
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to another trade justifies the dissolution of the apprenticeship 
contract, and finally there were not a few instances of appren- 
tices simply leaving their employment. The war has thus 
brought about a notable depletion not only of the ranks of the 
elder apprentices, but also among those who would have entered 
on an apprenticeship meanwhile, so that after the war there is 
bound to be a considerable shortage, which will react unfavour- 
ably upon various handicrafts. 

The prospect of this shortage and the national interest in 
keeping up an adequate supply of specially skilled workmen will 
make a properly organised technical exchange and information 
bureau (Berufsberatung) for this kind of labour urgently necessary 
after the war. The present makeshifts of newspaper and other 
advertisements and fly-sheets are as inadequate as the agencies 
kept up by various Guilds and Chambers of Handicrafts (Hand- 
werkskammern), which pursue only the interests of their par- 
ticular craft. The bureaux of the elementary schools are equally 
inadequate, quite apart from the fact that the industries have 
the same right to consideration as the handicrafts. Just as in 
the case of the care for invalided soldiers, committees will have to 
be formed on which the school authorities, the school doctor, the 
labour bureau, and a well-informed technical adviser will co- 
operate. 

In the case of lads under the age of sixteen the legal protective 
regulations had to be considered. In single cases, where the lads 
were simply doing supervising work, the regular ten-hour working 
day was temporarily and slightly extended. Night work, too, 
had to be occasionally permitted to such lads as were pronounced 
fit for it by the doctors, and Sunday work had to be done in all 
cases where the work of the grown-up workmen depended on the 
co-operation of the lads. The prohibition of the employment of 
children below the school age was retained on principle, and the 
employers did not even consider the possibility of its suspension. 


10.—Employment of Prisoners of War. 


The exigencies of the situation compelled the use, in increas- 
ing measure, of prisoners of war. The condition on which their 
use was granted was that no situations should be taken away 
from the local workers by the prisoners; in general, the Imperial 
Central Labour Bureau made it its business to inquire into the 
necessity for this kind of labour, and to endeavour in the first 
instance to provide German labour. In the case of the mining 
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and iron industries the necessity for prisoners’ labour was, how- 
ever, generally assumed to be present. 

In order not to lower wages for the local workers by the 
employment of prisoners of war, it was required that a certain 
sum per head per day should be paid to the military authorities 
for the use of such prisoners, equivalent to the daily wage of a 
free worker in the same factory and under similar circumstances, 
according to the rate obtaining locally. If the pay-books of the 
concern in question showed that German workers were paid at 
higher rates, these rates were taken as the basis of the transaction. 
For prisoners employed as skilled workmen the sum was increased 
in accordance with the special rates, etc., applicable to the case, 
in doubtful cases by an addition of 50 per cent. to the local daily 
wage. 

The board and lodging of the prisoners were undertaken by 
the employers, who received Pf.15 a day in respect of lodging 
and Pf.75 a day in respect of board for each prisoner from the 
army authorities, these amounts being afterwards increased in 
view of the rise in prices. Allowances were made for working 
clothes supplied by the employer. The latter had to provide 
medical assistance (except for cases taken to the military hos- 
pital), but no sickness or other insurance; he had further to pay 
the cost of transport, at reduced rates, from the nearest prisoners’ 
camp, and also the cost of board and lodging for the military 
guards. 

The prisoners were kept separate as strictly as possible, both 
from the free workers and the general public, but such segrega- 
tion was generally impossible in the case of iron-workers, while 
direct association of prisoners and free workers was a necessity 
in mines, the free worker being the foreman and the prisoners 
working with him as mining apprentices. This system offered 
several advantages; the prisoners were kept out of reach of the 
blasting material; the custom of apprentices giving one-tenth of 
their wages to the foreman benefited the German workman; dis- 
satisfaction was avoided; and the free worker was given an 
interest in the continuance of prisoners’ labour, and finally it 
was easier to check the actual output of the prisoners—a very 
important matter. 

There were a number of difficulties at the first. Although the 
military authorities did their best to pick out suitable prisoners, 
yet a great many unsuitable men pretended to have been miners 
or iron-workers in order to have a chance of escaping from the 
monotony of camp life. As a rule, the men were not used to 
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exerting themselves as much or as regularly as the German 
workers, and their unfamiliarity with industrial processes led to 
a number of minor accidents, impairing their usefulness. 
Gradually, however, things so far improved that the output of a 
prisoner could be reckoned at two-thirds of that of a free worker. 
The prisoners were granted an average of 25 per cent. of their 
earnings for themselves, the amount varying according to the 
class of usefulness to which a prisoner was assigned ; this proved 
an effective incentive to better work, and a special bonus was 
occasionally granted for particularly useful labour. 


II. GERMAN SHIPPING AND STATE SUPPORT. 


ADOLF GoETz, Hamburg, writes on this subject in the Euro- 
pdische Staats- und Wirtschafts-Zeitung (February 3rd), in an 
article entitled, ‘‘A Necessary Act of Assistance,” as follows :— 

The importance of German shipping in the reconstruction of 
our economic life after the war has been so exhaustively discussed 
that the best methods to pursue in furthering its welfare might 
be supposed by this time well known. The Reichstag, in dis- 
cussing the Budget on May 19th and 20th, 1916, resolved that 
something must be done, and it was decided that assistance 
should take the form of a subvention. The Governments con- 
cerned were agreeable, and made some pretty speeches, but in 
answer to questions the Treasury Department made certain pro- 
nouncements which do not sound very reassuring. 

The suggestion was to advance a building loan of several 
hundred millions of marks, free of interest, to the shipping com- 
panies, the money to be repaid in twenty years, and a so-called 
building law is said to be in preparation. The subvention would 
carry with it the obligation that the whole of the money be 
devoted by the shipping companies to the ordering of new ships, 
some to be laid down immediately, some within a period of several 
years. It stands to reason that all the construction would be 
done by German shipyards, as Government money must obviously 
not go to neutral yards. 

But here difficulties and misgivings begin. German shipyards 
will scarcely be able to execute any new commissions for the next 
two years. They are bound by their contracts with neutral ship- 
owners for the delivery of ships. If they could be absolved from 
these contracts they would have already a number of ships under 
way, and some almost completed, to put at the disposal of German 
shipowners. On the other hand, when would they be able to 
execute contracts newly entered into at the present time? And 
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would such ships, ready perhaps only in 1920 or 1921, be able to 
pay their way? For the freight rates prevailing to-day will cer- 
tainly not remain in force for more than two harvest-years after 
the war. 

The shipyards during this time have to reckon with an 
enormous increase in the cost of building material and of labour 
(due to incfeased cost of living); this makes the cost of ship- 
building abnormally high, while the cost of production by no 
means entails an equal increase of profits. In the course of the 
war large sums derived from the increased war-profits have been 
devoted to strengthening the economic condition of the shipyards, 
which before the war was everywhere bad. To-day the cost of 
shipbuilding per ton is Mk.400 to Mk.600, as against Mk.150 to 
Mk.200 before the war, a rate that was proving ruinous to the 
yards. 

If, then, the Government to-day were really to place Mk.300 
to Mk.400 million at the disposal of the shipping companies (as 
soon as the Treasury has this sum actually available, that is to 
say), and if the proposed building law is to take actual circum- 
stances into account, the shipowners participating in the sub- 
vention money would have to pay the prices at present prevailing 
in placing their new orders. This, however, would put on them 
an overwhelming responsibility. No great shipowner imagines 
that a ship of, say, 7,000 to 12,000 gross tons, which if built 
to-day must necessarily cost from Mk.3$ to 6 million, will be 
able to make any profit when tolerably normal freight rates (i.e., 
about 50-60 per cent. above peace freights) are restored. Five to 
eight years after the war the subvention would thus have proved 
itself a curse instead of a blessing, since, after the cessation of 
hostilities, two harvest-years should suffice for industry to satisfy 
all its requirements in raw materials. For the benefit of receiv- 
ing the subvention no shipowner can, or should, commit himself 
to contracts which must be executed while building prices are 
high and freight rates falling. 

There are thus many weighty considerations opposed to the 
scheme of the subvention; but this does not mean that no other 
alternative is possible. 

All shipping under the German flag considers itself State- 
protected, and upon the State devolves the obligation to come to 
its assistance wherever possible and necessary. 

Shipowners whose ships, under International Law, had taken 
refuge in what were, at the time, neutral ports, were rudely dis- 
illusioned. Italy and Portugal proved themselves robber States. 
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In Egypt, in Alexandria, and the Suez Canal, as also in Morocco, 
German ships were seized in defiance of the law, and their crews 
imprisoned or interned. The question of indemnity to the 
shipping companies for these unavoidable losses is one which will 
be dealt with in due time in connection with the protection of 
German claims in enemy countries. 

Another, and quite different, drain on the resources of shipping 
companies is the maintenance of ships detained in neutral ports, 
in Spain, Brazil, Chile, Peru, and elsewhere in North and South 
America. To this must be added the expense of maintenance 
of the crews of these ships, detained by force majeure, and of 
those crews also which escaped in time from Portugal to Spain. 
For many months past wages and board have been paid to these 
men. Noone who has not experienced it can have any idea of the 
cost of such board at the present low rate of German exchange. 
It is an expense calculated to exhaust the treasury of the richest 
company. No shipping company which hopes after the war to 
compete successfully against the wealthy English and neutral 
lines can afford or should be allowed to be burdened with such 
obligations. 

Those who go by the letter of the law may say that the com- 
panies are within their right in declaring that in such conditions 
their contracts with their employees no longer hold good. That 
may be so; but such action on the part of the companies would 
raise an outcry against them. Here, then, is the opportunity, 
nay, the obligation, for State assistance. Provision for ships’ 
crews stranded abroad as victims of force majeure unquestion- 
ably devolves upon the State. The companies can legally claim 
that, the voyage being at an end, they may dismiss the crews, 
and, since the voyage was ended by force majeure, the State 
must come to the assistance of the crews in distress. The logical 
sequence of which is that the State is bound to repay the shipping 
companies the sums expended by them in the relief of their crews. 
If the capital of the said companies is allowed to be dissipated in 
this way, it will be lacking later on for actual shipping purposes, 
new construction, and the maintenance of the service. 

Instead of the subvention, which will make a large hole in 
the national exchequer without being of any real service, despite 
the most cunningly devised building law, let the Government 
indemnify the shipping companies for the losses they have suffered 
by the war and by violations of International Law-—losses arising 
out of circumstances the companies were powerless to prevent. 
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III. Tue IMPERIAL CLOTHING OFFICE IN GERMANY. 


HERMANN JACKEL, member of the Reichstag, and member of 
the Council of the War Economic Co., representing the Imperial 
Clothing Office, gives, in the Konfektiondr (February 4th), a 
survey of the organisation, methods, and working of this office. 
The war, the writer says, has brought about, in quite an excep- 
tional degree, a transformation in the German textile industry 
and in those branches of trade which distribute its products. 
To-day the textile industry and the textile trade appear as a 
branch of economics placed completely under the supervision 
and regulated by the authority of the State. 

The first decrees concerning the prohibition of the manufac- 
ture of yarns from fibres and fabrics from yarns were necessarily 
followed by further measures, even to the regulation of the con- 
sumption of finished clothing and, finally, the consumption of 
old clothes sold to the second-hand dealer. At the same time, 
the constituents of the material and of the finished article have 
altered considerably. The place of fibre made from sheep’s wool, 
which formerly went to make “woollen” stuffs, has been taken 
by the fibre of artificial wool, reproduced from old materials. 
During the war the manufacture of artificial wool has been 
brought to a high state of perfection, and large quantities of this 
now greatly valued product are available. The pressure of war 
necessity has sensibly contributed to the excellence of the technical 
and industrial methods employed in its production. The finish 
and the wearing quality of the fabrics made from it have of late 
greatly improved. 

The place of jute and cotton thread has to a great extent been 
taken by thread made of paper or of a mixture of cotton fibre 
and paper. The production of paper thread and that of fabrics 
made from paper has developed into a huge industry, whose 
activity—diligently carried on day and night—supplies enormous 
quantities of finished products. There is no doubt that there are 
new possibilties for the textile industry after the war. Paper 
fabrics for clothing and many other purposes will be more and 
more common. This is a significant fact in view of the transi- 
tional period after the war, a significant fact also in view of the im- 
minence of a great demand for textile products after the war from 
a European population that has become terribly poor. 

Just as, in the course of a century, light and cheap cotton 
goods more and more displaced the old coarse and expensive fabric 
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made from wool and flax, in the same way paper fabrics are bound 
to become a redoubtable competitor of cotton. 

To the Imperial Clothing Office is assigned the task of ensur- 
ing that the needs of the population in textile weaving and knit- 
ting materials, as also in footwear, shall be supplied. It is to 
concern itself with the equitable distribution of existing stocks 
among the population, with their economical use and with the 
production and distribution of substitute materials. The Imperial 
Clothing Office is organised on a strong business basis, with an 
original capital of Mk.16 million. The Central Administration 
in Berlin, under the direction of an Imperial Commissioner, 
Geheimrat Dr. Beutler, of Dresden, will be housed in over 300 
rooms, concentrated in three buildings, with a rental value of 
Mk.90,000. On April 1st the commercial activities of the Ad- 
ministration will begin. A portion of the available goods is 
stored in more than thirty-six large warehouses. A staff of 
directors and clerks—the former honorary officials—are at the 
Imperial Commissioner’s disposition. 

The Imperial Clothing Office is a completely self-supporting 
undertaking, and therefore will have no occasion for Imperial 
subsidies. In addition to the responsible Board of Directors and 
Supervisory Council, an Assistant Council, and a Working Com- 
mittee have been formed, and these will be consulted on important 
questions. Moreover, should any innovations be contemplated, 
committees composed of representatives of all interests concerned 
will be formed for purposes of consultation. Representatives of 
all groups of interests—including the workers—are on the Super- 
visory Council as well as the Working Committee. 

The responsibility for the adequate provision of the popula- 
tion with clothing and linen of all kinds passed over to the Im- 
perial Clothing Office on its formation. By means of a census 
it ascertained—so far as was possible—the quantity of materials 
and clothing in the whole Empire, and by the institution of 
supply vouchers (Bezugscheine) it took the first step towards con- 
trolling consumption and stretching stocks. It was not without 
difficulty that the new organisation was formed. An attack upon 
the introduction of the supply vouchers in particular was made by 
influential and powerful groups of interests. While the intro- 
duction of break tickets was universally hailed as a progressive 
step, the supply voucher was denounced as a mere piece of red- 
tape. The supply voucher aims at effecting in the sphere of 
clothing what the bread ticket has done in the sphere of food. 
But while everyone has almost the same need for bread, the need 
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for clothes varies very greatly among different classes of society, 
and again among different persons within these classes. Com- 
pared with the uniform product bread, there are—in clothing and 
linen—hundreds of different products, each separate kind differ- 
ing in quality and quantity. Requirements and consumption 
cannot, therefore—as in the case of bread—be decreed once and 
for all, but must be fixed for each case as it arises. 

Much labour falls upon the municipalities, who are charged 
with ascertaining the needs of the population. This burden is 
increased by the transference to them of the purchase and sale 
of old and worn clothes, and of linen and footwear. Where 
municipalities receive a monopoly in the matter, all private trade 
in second-hand articles of clothing ceases. Munich and Leipzig 
‘have led the way in organising the old clothes business. The 
latter city has established a “Permanent Clothes Office,” with a 
capital of Mk.200,000, and quite recently the collection of old 
clothes has been organised in Berlin also, although in a different 
manner. It is most desirable to consider whether the heavily 
burdened municipalities ought not to be relieved by Imperial aid. 

Besides regulating the distribution to the consumers of all 
stocks of materials and clothing already in the hands of the trade 
or of the manufacturers, the Imperial Clothing Office has the 
task of providing for the production of fresh stocks of fabrics 
and clothing. This it does by means of ordinary purchase in the 
open market or by means of expropriation. Thus it has now 
become possible, with the co-operation of the Raw Material 
Section of the Ministry of War, to offer the municipalities and 
communal unions ten million pairs of stockings out of the avail- 
able supplies of raw material, specially for the poorer classes of 
the population. The goods purchased are warehoused, divided 
into lots, and conveyed to the consuming public in the usual way 
through the trade. The exclusion of the trade was considered 
undesirable in view of the existence of numerous and important 
interests, especially of the retailers and middlemen, and also on 
account of the insufficient preparations and staff of the municipali- 
ties. The communities, however, will in future be able to obtain, 
in a limited measure, specific articles of clothing necessary for the 
poorer classes, directly and at the lowest prices. 

In general, the Imperial Clothing Office offers the materials 
to the manufacturers’ and wholesale dealers’ associations. At 
present, moreover, by way of experiment, goods to the value of 
Mk.13 million are being placed at the disposition of the trade 
associations for purchase. The associations pass the materials on 
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to their own members or to such members of the trade in general 
provided they declare their willingness to participate in the pur- 
chases from the War Economic Co. Manufacturers may sell 
goods only to wholesalers, to dealers in articles of clothing, and 
to retailers. Dealers may sell goods only in a finished state to 
retailers or to consumers, while retailers may sell them only to 
consumers. The goods are to be sold by manufacturers and whole- 
salers in as small parcels as possible, and a maximum limit of 
invoice price is prescribed for individual cases. The additions 
which the different groups may make to the prices fixed by the 
Imperial Clothing Office are also prescribed. So far as regula- 
tions can do so, progressive profits are obviated. 

The principle on which prices are fixed for the goods is that 
of supplying consumers with the articles sold on supply vouchers 
as cheaply as possible, subject to the expenses accruing to the 
State being covered in every case. This decision was supple- 
mented by the provision that, in the case of goods not coming 
under the free list, gradual reductions are to be made, until 
finally only the actual cost is covered by the selling price. It is 
evident, however, that the price of textiles must still remain pretty 
high, when one considers that the market price in neutral countries 
stands about 400 per cent. above the peace level, and that the 
legitimate trade profits likewise necessitate a rise in prices. 


Note oN Mr. MIDDLETON’S PAMPHLET ON GERMAN AGRICULTURE. 


In the December number of the Economic JoURNAL there 
appeared a review by Mr. C. R. Fay of Mr. T. H. Middleton’s 
pamphlet, ‘‘The Recent Development of German Agriculture.” 
Mr. Fay, like other reviewers of the same work, accepts the view 
of Mr. Middleton himself that German agriculture has in recent 
years been much more successful than British, and that its 
superiority is due to various advantages of education, credit, 
organisation, land tenure, etc. (and possibly, though not cer- 
tainly, to the tariff). 

There is one aspect of the matter which, as I cannot but think, 
is hardly given a fair degree of prominence in the pamphlet, and 
which is wholly ignored by Mr. Fay. The principal measure of 
the superiority of German agriculture adopted by Mr. Middleton 
and quoted by Mr. Fay is the greater productivity of the land 
per 100 cultivated acres. “The German feeds from 70 to 
75 persons per 100 acres of cultivated land; the British farmer 
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feeds from 45 to 50.” Everyone who has seen this statement 
must be startled by the contrast, and must feel that an explana- 
tion is needed of so great a disproportion. But J] am inclined to 
think that the true explanation is simpler than any given by Mr. 
Fay, or, explicitly, by Mr. Middieton himself. Mr. Middleton 
gives us on p. 16 of the pamphlet a comparison of the number of 
persons employed in agriculture in Germany and Great Britain 
per 100 acres of cultivated land. The number of men per- 
manently employed in Great Britain is 36 per 100 cultivated 
acres, and in Germany 62; the number of women is in Great 
Britain 10 and in Germany 60. Taking men’and women together 
there are 12:2 in Germany as against 46 in Great Britain. Those, 
in addition, temporarily employed number 61 in Germany and 
12 in Great Britain. But, even if we consider only those per- 
manently employed, there are 2°65 times as many people of both 
sexes employed on 100 cultivated acres in Germany as in Great 
Britain. I do not want to discuss whether this is desirable or 
not, but merely to point out that it is not at all surprising that 
eight German men and women engaged in agriculture can, with 
a given amount of land, produce, say, 50 per cent. more than 
three English men and women. Or, to put the comparison in 
another way, the German, with only three-eighths as much land 
to apply his or her labour to, can only produce little more than 
half as much food. In point of fact, 1 think Mr. Middleton a 
little exaggerates the relative amount produced per 100 cultivated 
acres in Germany. He bases his calculation on the assumption 
that Germany produces 90 per cent. of her food supply, and 
Great Britain 40 per cent. of hers. If these percentages be 
applied to the census populations of the two countries, Germany 
feeds 71 people per 100 cultivated acres, and Great Britain 51. 
Moreover, these percentages represent the “energy value” of the 
food produced. If money value were taken, the disproportion 
would certainly be diminished, owing to the relatively large 
amount of meat included in the English produce and the large 
amount of potatoes and rye in the German. It would therefore 
be nearer the truth to say that eight Germans hardly produce 
40 per cent. more from a given area of land than three British. 
When every allowance is made for the inferiority of German 
land, to which Mr. Middleton refers (p. 7), and for the operation 
of the law of diminishing returns, which would diminish the 
productivity per head of the denser population, this comparison 
seems hardly credible. One is tempted to think, as a possible 
explanation, that the women treated as permanently employed in 
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agriculture in the German statistics must be only giving a rela- 
tively small portion of their time to it. 

Nevertheless, the statistics of wages cited by Mr. Middleton 
(p. 20) seem in some degree to confirm the view that the pro- 
ductivity of the German agricultural labourer must be very low. 
It appears that in 1905, even if allowances in kind be included, 
only 2°64 per cent. of the agricultural labourers in Germany 
received more than 660 marks a year (12s. a week), while 73 per 
cent. received 540 marks a year (10s. 3d. a week) or less. ‘The 
earnings,” Mr. Middleton says, ‘‘are much less than in Britain.” 
Indeed, this is so obvious that he does not seem to think it neces- 
sary to quote figures, though the result of the investigation of 
agricultural wages in this country which was made in 1907 is 
available for comparison. In that year it appears that, if allow- 
ances in kind be included, the average remuneration of the agri- 
cultural labourer in England was 18s. 4d. a week, in Wales 18s., 
and in Scotland 19s. 7d. It is true that these figures, both English 
and German, include allowances in kind, and, as Mr. Middleton 
points out, these may have been underestimated in Germany. 
But even the cash wages in England in 1907 averaged 15s. 2d. 
a week, in Wales 13s. 9d., and in Scotland 14s. 

Too much stress ought not to be laid on this comparison, since 
a large proportion of the agricultural population in Germany 
consists not of hired labourers, but of small-holders. But the 
number of hired labourers appears to be nearly 2,500,000 (ex- 
cluding casual labourers), and their earnings must, at any rate, 
furnish some indication of the value of labour. It would be 
interesting to have later figures of the numbers employed on the 
land and their relative earnings in the two countries, for there 
must have been changes in both even before the outbreak of war. 

But with the data we have, I should be inclined to say that 
the secret of the German superiority in produce per 100 cul- 
tivated acres is not education, land tenure, organisation, or credit, 
but an ample supply of very cheap labour. The British farmer’s 
chief disadvantage is that he has to pay so high a wage 
as 18s. a week; if he could get two and a half times as much 
labour at two-thirds of the wages, he might distance his German 
rival. R. G. HAwTREY 
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CURRENT TOPICS. 


THE following have been elected to membership of the Royal 
Economic Society :— 


A. Aiken. Constance EK. Homfray. 
M. J. Antia. ; R. §. Jaspal. 

G. W. Clinkard. A. Lewis. 

T. N. Dutt. J. McBain. 

E. L. Franklin. H. Michell. 

H. A. Grimshaw. R. C. Rawlley. 


P. A. Harris, M.P. J.C. Sinha. 
The Lord Hindlip. J. Swain. 
J. E. Holloway. lL. H. van Lennep (life). 





AMONG many interesting letters recently addressed to The 
Economist we may distinguish those of Dr. Marshall and Pro- 
fessor Pigou, which appeared towards the end of last year. Dr. 
- Marshall advocated (December 30th), among other new or in- 
creased imposts, a tax on capital. Professor Pigou argued 
(November 25th) that, just as in military service, ‘the man with 
a stronger and fuller life is not asked to risk one limb while his 
weaker comrade risks two,” so a logical system would take from 
those who are “strong in money” “the whole of the surplus by 
which their income exceeds that of the poor.” As he more fully 
explains in a subsequent letter (December 9th, referring to the 
editorial of December 2nd), he does not mean that such an 
arrangement could be literally carried out. The objection that the 
expectation of such taxation would deter production does not 
apply, according to Professor Pigou, to special taxes levied on 
an exceptional occasion for the purpose of financing an unprece- 
dented war. 





WE have to thank Mr. Johnston, of the Bristol Pottery, a 
member of the Royal Economic Society, for calling our attention 
to some interesting conferences on the relations of Capital and 
Labour which have lately been held in Bristol. Apropos, it is 
much to be wished that other members of the Society should like- 
wise communicate to’the editor occurrences of economic interest 
which might escape his attention. The Bristol Conferences were 
initiated by an address which Dr. Cyril Norwood, Head Master 
of Marlborough College, gave last October. His advice was: “not 
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only recognise the Trade Unions, but compel every worker to 
belong to his Union.” . . . ‘Equally in every industry associate 
the employers. Do not let a single employer operate in an 
industry unless he is a member of the Employers’ Association.” 
A more moderate counsel in a subsequent debate was to compel 
union only when there was a majority already united. Mr. John- 
ston added to the programme compulsory arbitration, to be secured 
by a certain “Strike and Lock-out Insurance Fund.” “The fund 
would be at the disposal of the Court, and in the event of the 
masters’ refusal to agree to its decision, the men’s wages would be 
made up so long as the lock-out lasted; and, on the other hand, 
if the men refused to obey the decision the masters’ profits would 
likewise be ensured.” The fund would be collected on the same 
lines as the National Health Insurance ; behind which there would 
be the guarantee of the State without endorsing particular plans. 
One must admire the tone of sympathy and recognition in which 
all the employers who spoke referred to the claims and unions of 
the workers. Conferences conducted in this spirit are calculated 
to dispel what the Mayor of Bristol well called “the murky 
atmosphere of suspicion in which nothing organic can grow.” 





THE usefulness of the conferences at Barnett House was again 
proved on Saturday, February 17th, when Mr. A. D. Hall 
(Development Commissioner) took part in a discussion on ‘The 
Reconstruction of Agriculture.” He put forward two cardinal 
requirements : more food produced within their own borders, and 
more men living on the land and drawing their real workaday 
sustenance from it. A first step towards these results was the 
increase of arable land, which had declined from over 15 millions 
of acres in the early ’seventies to 11 millions at the present time. 
Also the farmer required some assurance that he would not be hit 
by a sudden drop in prices. The old panacea was a duty, but on 
the whole he thought current opinion was not to go back to the 
duty, or to attempt to maintain prices at an artificial level by 
raising the cost, of the article to the consumer. What he had in 
view was rather a bounty on production, and the form on the 
whole that it seemed likely to take was a guarantee to the farmer 
that prices should never fal] below a certain level, the State under- 
taking, in case they did, to make up the deficiency to the farmer. 











RECENT PERIODICALS AND NEW BOOKS. 


The Quarterly Review. 


January, 1917. The War and the Race. W. C. D. WuHetHaAmM. Esti- 


mating, by such presumptions and deductions as are available, 
the injury done to the race by the war, Mr. Whetham suggests 
two economic remedies: (1) that the pensions of soldiers and 
sailors should be increased with the number of their children; 
(2) that the remission of income-tax allowed to parents should 
be greatly increased. This might be effected by counting each 
member of a family as a separate individual for the purpose of 
reckoning the exemptions of income-tax. Our National Debt. 
H. J. Jennines. It is anticipated that the debt will amount 
to £3,755,000,000 by the end of March. Mr. Sidney Webb’s 
How to Pay for the War and other Socialist plans are combated. 


Edinburgh Review. 


JANUARY, 1917. The Birth-Rate. Tur DEAN oF St. Pavu’s. Sur- 


veying the population question in ancient and modern times, 
wisely pronouncing or suspending judgment on delicate problems, 
the Dean concludes that the British Empire is far from being 
over-populated. With migration assisted by Government, it 
will be desirable to increase our population in the twentieth 
century. Ultimately there will be reached a limit, “an equi- 
librium between births and deaths ”—‘the most stable and the 
happiest condition in which human beings can live together.” 
The Future of English Railways. Return to the status in quo 
ante bellum will be impracticable. Governmental operation 
and control by a “buffer” Commission or other more familiar 
methods are also rejected. There is recommended the Mexican 
plan of making the Government holder of the majority of the 
railway stock—the plan successfully applied to the management 
of public utilities in Germany. English Banking A Lonpon 
Banker. The English system, affording security to the de- 
positor, is preferable to adventurous banking, which locks up 
funds supposed to be liquid. Food Prices: A Warning. THE 
Epitor. The main causes of the high prices being the diversion 
of many food-producers to the work of war and the increased 
consumption of mer who, as civilians, could only afford to eat 
sparingly, the only workable way of limiting the consumption of 
staple commodities is to raise prices. Special aid should be 
given to the very poor. Rationing would provoke rioting. 
Supply is to be increased by building ships and by encouraging 
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agriculture, possibly through guaranteed fixed prices for produce, 
certainly by making the wages of women workers on the land 
more attractive. “It is unjust to ask women to work for 2s. 
a day in the cow-shed in order that other women employed in 
factory or office at double or treble that wage may be able to 
buy cheap milk.” “The best means of assuring the food supply 
is to allow prices to soar as high as they will, so that the whole 
world will be tempted to grow as much wheat as possible and 
to risk the new perils of the deep in order to bring it to our 
shores.” 


Fortnightly Review. 


January, 1917. Agriculture after the War. E. Lipson. The most 
important condition for the employment of ex-Service men as 


farm-workers is a satisfactory wage. ‘‘The only way to ensure 
a permanent rise in wages is by State action.” The proposal 
for a minimum price of wheat is entertained. “We must get 


back to the economic theory of the Middle Ages” and “no longer 
divorce economics from ethics.” 


The Contemporary Review. 


JANUARY, 1917. Shall We be Poorer after the War? J. A. Hopson. 
Probably the material capital will be not much impaired; the 
labour available will be as great as, business organisation will 
be better than, before the war. Uncertainty as to markets and 
prices may be mitigated by banking facilities. For the co- 
operation of these factors there will be required increased saving 
and higher wages, divergent aims which may be reconciled by 
higher productivity. 


The Nineteenth Century. 


Fesruary, 1917. Towards Industrial Efficiency. H. SEEBOHM 
RowntTrREE. The means to efficiency is harmony between em- 
ployers and employees. The means to this harmony are, first, 
rise of wages (to be effected by minimum wage and other 
means); secondly, to give the workers some voice in deter- 
mining the conditions of employment, to be effected by properly 
constituted councils. The councils would not take part in 
buying and selling; they would facilitate the use of piece-work. 
Industrial Fatigue. C. K. Ocpen. A well-documented study 
of fatigue as manifested by the diminution of output and the 
increase of accidents in long spells of work, and by other 
objective tests. 


The Bankers’ Magazine. 


DecEMBER, 1916. Trade Banks. Str InGtis PauGRave. By way 
of sequel to his article in the October number of the Magazine, 
and referring to the recent report upon trade banks, Sir Inglis 
points out industries in which this kind of banking would be 
effective, such as afforestation and the construction of apparatus 
for signalling at sea. He instances for our imitation a German 
bank which, upon the report of an expert, successfully promoted 
a scheme for manufacturing musical instruments. 
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Journal of the Institute of Bankers. 


NovemBER, 1916. The Probable Effect of the War upon the Trade 
of the World. A. J. Buuu. [The first prize at the annual 
general meeting was assigned to this interesting essay. ] 

DecemBer, 1916. The Inaugural Address of the President (G. H. 
Pownall). Lessons of the war reveal defects in our trade 
methods rather than in the English banking system, which is 
preferred to German “adventurous” banking. 

Fepruary, 1917. German Trade Expansion: its Methods and its 
Tendencies. J. M. Davinson. 


Better Business is the title of a quarterly journal of agricultural and 
industrial co-operation edited at the Co-operative Reference 
Library, Plunkett House, Dublin. No. 1 of Vol. II., 
NoveMBER, 1916, contains an appeal by E. O. GREENING 
for A Policy of Conciliation for Co-operators, reconciling 
the interests, ideals, and work of agricultural productive 
and distributive societies. A Plea for Raffeisen Credit in 
Ireland, by X., is based on successful experiences. The Irish 
School of Gardening for Women has been stimulated by the 
war. 


Indian Journal of Economics. 


SEPTEMBER, 1916. The Indian Institute of Science, Bangalore. 
Smr Francts Spring. The Indian Customs. D. A. BARKER. 
An Indian Trans-Asiatic Railroad. G. A. Matuers. Business 
Management as a University Study. H. Sranutey JEvons. A 
classification of the extensive literature on a subject which the 
writer thinks subserves the project in a Business School in 
connection with a university. Pauperism in India. Papdam 
Sarin Jan. An inquiry into the extent and causes of pauperism 
in India is called for. Agricultural Banks. H. W. Wotrr. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


NoveMBER, 1916. The Taxation of Property and Income in Massa- 
chusetts. CHARLES J. Buttock. An accurate survey extend- 
ing from the fundamental law of 1634 to the income-tax of 
1916, which represents a consensus of opinion based on full 
discussion. Why Organised Labour opposes Scientific Manage- 
ment. R. F. Hoxie. The essential difference is that scientific 
management presumes constant change, unionism the main- 
tenance of the industrial status quo. Teaching the Introductory 
Course of Economics. C. E. Persons. The Fall in German 
Exchange. M.J. Bonn. The fall is to be accounted for rather by 
interruption of communications than by the over-issue of bank- 
notes, the increase of which (from an average of five hundred to 
two thousand millioh dollars) is explained by the disappearance 
of gold and the increase of area—the occupied territories—served 
by the German bank. Commercial Contracts of the Genoese in 
the Syrian Trade of'the Twelfth Century. E. H. Byrne. 
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The American Economic Review (Cambridge, Mass.). 


DECEMBER, 1916. Construction of a Business Barometer. W. M. 
Persons. ‘Twenty-five indications of industrial activity. 
(1) Wholesale prices, (2) gross receipts of railways, (3) net 
receipts of railways, etc., are variously combined into index- 
numbers, and shown to be correlated. The Federal Rural Credit 
Bill. G. E. Putnam. Instead of making the conditions of 
country life more attractive to young farmers, the Act of 1916 
only gives a not-wanted subsidy to present landowners. Taz 
Exemptions through Tax Capitalisation. KE. R. Seuicman. A 
forcible reply to Prof. T. S. Adams’s article in the June number 
of the Review. The Farmer’s Labor Income. Pau G. Voer. 
Regulation of a Government-Fostered Merchant Marine. F. K. 
Buve. A plan of automatic control by Government fortifica- 
tion and dilution of securities is suggested for the increase of 
the American merchant marine. The New Revenue Act. 
R. G. Buaxey. State and Local Taxation of Banks. F. R. 
FarrcuHitp. The Control of Return of Public Utility Invest- 
ments. E. E. Lincoun. 


Journal of Political Economy (Chicago). 


NoveMBER, 1916. This number is chiefly by or on Robert F. Hoxie: 
Scientific Management and Labour Welfare (with reference to 
the Taylor system), by Hoxie; and on Hozie’s Economics, Hozic 
as an Investigator, and a Tentative Bibliography of Hozie’s 
Works, by other writers. 

DecemBer, 1916. The Economics and Legality of Premium Giving. 
C. S. Duncan. The Organisation of Workmen’s Compensation 
Insurance. E. H. Downey. The Parisian Bill Market in the 
Seventeenth Century. A. P. Usuer. 


American Academy of Political Science (Philadelphia). 


JANUARY, 1917. This number, the 158th of the Annals, is devoted 
to The Present Labor Situation. 


Bureau of Labor Statistics (Washington). 


Among recent publications of the Bureau may be noticed the reports 
on Retail Prices, 1907 to 1915; on Wholesale Prices, 1890 to 
1915; on Unemployment in the United States (July, 1916); 
Collective Bargaining in the Anthracite Coal Industry. 


Bureau of Foreign and Domestic Commerce (Washington). 


The report on the cost of production in the earthenware and china 
industries of the United States, England, Germany, and 
Austria is described to the editor of the Economic JournaL by 
an expert, Mr. T. B. Johnston, of the Bristol Pottery, a member 
of the Royal Economic Society, as “a marvel of efficiency.” 
“If we could only obtain,” he says, “similar reports of all 
our staple industries in this country, the difficulties of Capital 
and Labour would be minimised very considerably.’’ ; 
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Journal des Economistes (Paris). 


DECEMBER, 1916. Caractére des placements frangais avant la guerre 
Yves Guyot. La situation des inventeurs pendant la guerre. 
FERNAND-JACQ. L’Australie en 1915-16. L. Govuvy. 

JANUARY, 1917. Revue du marché financier en 1916. A. Ra¥rFALo- 
vicH. Projets de réforme de notre loi des inventions. FERNAND- 
Jacg. Le bien de famille rurale avant la guerre et aprés. A. 
‘SSECKERICH. 


Revue d’ Economie Politique (Paris). 


SEPTEMBER—DECEMBER, 1916. De la nécessité pour la France 
d’accroitre sa production. CHARLES GIDE. Increase of pro- 
duction—to meet the ravages of war—may be obtained by 
reconciling the workman not only with his employer, but also 
with his work by allowing him some share in the management. 
L’histoire du Socialisme en Italie et les influences germaniques. 
D. Bettet. The war has produced serious schism among the 
Italian Socialists. L’économie politique et la guerre. R. 
GonnarD. La réforme du tarif douanier aprés la guerre. 
Anna V. EgIsenscHapDT. French protection of manufactured 
silk should be modified in favour of Italy. La Question de la 
Dépopulation. X. Remedial changes in taxation and the laws 
of inheritance are proposed. 


Tidschrift der Nationale Vereeniging tegen de Werkloosheid 
(Amsterdam). 


The second yearly issue of the organ of the Dutch National Asso- 
ciation against Unemployment, edited by A. Foumer and J. 
GERRITSZ. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tibingen). 


Vol. XLIII., No. 1. This is the fourth number of the Kriegshefte, 
which, under the title, “Krieg und Wirtschaft,” deal with 
economic problems connected with the war. Prof. E. LEDERER 
writes on the transiton to a peace régime. A retrospect of 
former great wars shows England economically benefited by 
the Napoleonic War, France damnified by the exportation of 
capital to pay the indemnity after the Franco-German War of 
1870-1. The prospect for Germany presents three recuperative 
processes: the inflow of capital from abroad to purchase German 
war debt, the sale of German securities abroad, with the same 
result of importation of capital available for home production; 
restriction of consumption. Under the head of Wirtschaft und 
Verwaltung, Prof. J.,Jastrow touches a variety of problems 
presented by the change from war to peace: What experiences 
obtained in the course of the present war are available for the 
management of internal affairs in a future war? Will the 
services of women during the war contribute to their completer 
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“emancipation”? As to the prospects of international law, the 
writer is not much alarmed by violations thereof (such as the 
Baralong case). Where there is law, breaches of law must be 
expected. How many men in the German Empire are there 
who have never incurred a penalty through the breach of some 
regulation! Even the proscription or internment of enemy 
aliens obtains some colour from the practice of universal con- 
scription. German Marzism and the War is treated at immense 
length by Gustav Meyer. Without perusing his sixty pages 
one may gather that the realities of war have produced a 
softening of dogma, a spirit of rationalism and reform, among 
the sectaries of the Marxian school. At equal length the pro- 
jected economic bond between Germany and Austria-Hungary, 
the making of a ‘“ Middle-Kurope,” is advocated by Gustav 
STotPeR and J. Szrereny!, the latter especially dealing with 
Hungarian interests. Dr. H. Voce deals with the Loans of 
the Belligerent States in the Year 1915. The least ponderous 
portions of the volume are the notices of recent writings upon 
war and economics, by Pror. F. Euiensure. He criticises 
sensibly Prof. Jaffe’s paradox [noticed in former numbers of 
THE Economic JourNnAL] that the old competitive economics 
should be scrapped, that “efficiency” rather than wealth and 
welfare should be the ideal of the new Germany. 


A fuller account of other recent articles in German periodicals 


referring to economic aspects of the war will be found above. 
It must not be inferred that the German periodicals are entirely 
preoccupied with such topics. For-instance, in the Jahrbicher 
fiir Nationaloekonome, among the articles which appeared in 
1915 there is a “Contribution to the Criticism of Bohm-Bawerti 
Theory of Interest,” a discussion of “V. Thiinen’s Formula 
for the Remuneration of Labour,” and an exposition (by Bela 
Féldes) covering the ground of English theory, with references 
to Ricardo, Sidgwick, Bastable, etc. 


Scientia (Milan). 


1917. La Quadruple Entente économique. CHARLES GIDE. 
An economic league uniting Belgium, England, France, and 
Italy would be a great achievement, even though the agree- 
ment as to tariffs should not be complete, nor the boycott of 
German trade—against which some reasons are offered—be 
realised. The Probable Effects of the European War upon the 
Redistribution of Population. T. N. Carver. General reflec- 
tions on migration lead up to the conditional proposition that, 
in the event of a Turco-Teutonic victory, ‘a good many en- 
lightened and high-spirited people” would emigrate from 
England, France, and Belgium to the United States. In the 
opposite event the United States is likely to receive a con- 
siderable addition to its “hyphenated” population. Additions 
to the employing class would be welcome, but it is to be feared 
that the immigrant will be of a class which will glut the labour 
market and reduce wages. 
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Giornale degli Economisti (Rome). 


NovemBErR, 1916. Relazioni fra sconto e prezzi durante i cicli 
economicit. C. Brescianr Turroni. Le tasse del Canale di 
Suez e la guerra. A. Burssicu. Note Critiche. 1. Amoroso. 
Contributions to mathematical economics. 

December, 1916. Il costo della guerra. L. Amoroso. Three 
thousand* young lives, three hundred million francs, are spent 
upon the war per day; it has lasted nearly a thousand days; 
it occupies some fifty million persons as combatants or auxi- 
liaries. Only rough evaluations of cost are possible, owing to 
the difference between money cost and real cost in “ ophelimity,” 
and to the difficulty of estimating remoter consequences. Sup- 
posing, after the war, a fundamental change in international 
relations, there may arise (as shown by Pantaleoni in the Vita 
Italiana of 1916) either a ‘“syndical” system with bureaucratic 
government, comparatively limited population, and equal con- 
ditions, or ‘federated ” nations with a freer play of competition, 
less restricted population. Which régime is more to be desired ? 

Nazionalismo economico e rincaro del capitale. G. Prato. The 
medieval conditions which impeded lending to foreigners 
seemed almost to have disappeared before the war. But the 
treatment of foreign property by the belligerents has destroyed 
confidence. There will result a high rate of interest correspond- 
ing to risk for investments in foreign countries. Let us at least 
not aggravate the coming dearth of capital by protectionist 
absurdities now rife in Italy—‘“‘le insulsaggini ostracistiche che 
germogliano dall’ analfabetismo economico.” The English 
language can hardly reproduce the vigour of the Italian 
economist’s protest against “the superstition of xenophobia.” 

JaNuaRY, 1917. Il contributo regionale di ufficiali di fanteria 
durante la guerra. Livio Livi. The number of infantry officers 
in proportion both to the general population and to the male 
population between the ages of twelve and thirty-five is greater 
for Sicily and Naples than for North Italy, a difference for 
which the statistician seeks vainly an explanation. 


La Reforma Sociale (Turin). 


NoveEMBER—DECEMBER, 1916. Qualche aspetto economico del pro- 
blema idraulico. PasQuaLtt JANNACONE. The changes produced 
by war varying the relative importance, the most advantageous 
combination, of the factors of production may lead to the sub- 
stitution of water-power in Italy for thermal energy. Sulle pit 
riposte armonie fra l’economia e la morale. MICHELANGELO 
Biuuia. Forze economiche e forze morale nella restaurazione 
post-bellica. GiusEpPE Rato. The power of moral forces and 
their compatibility with an economic régime are illustrated by 
the examples of liberty-loving England and heroic Belgium. 
German mechanical organisation and the servile imitation thereof 
by so-called “Nationalists” are denounced. Di alcune verita 
economiche dimostrate dalla guerra. A, GARINO-CANINA. 
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NEW BOOKS 


English. 


British Trade after the War. Summaries of Evidence before 
the Sub-Committee on Measures for Securing the Positions, after 
the War, of certain Branches of British Industry. London: King. 
1916. 4d. 


Cosens (Monica). Lloyd George’s Munition Girls. London: 
Hutchinson. 1916. Pp. 160. Is. 


[The work and humours of ‘‘Miss Tommy Atkins”’ are vividly described 
by a lady who worked with factory girls of this type at making shells.] 


CunninGHAM (Rev. W.). The Progress of Capitalism in England. 
Cambridge University Press. 1916. Pp. xi+144. 3s. net. 


[To be reviewed. ] 


Derrick (Pau E.). How to Reduce Selling Costs. London: 
Newnes. 1917. Pp. xviii+221. 


Furniss (H. Sanperson). The Industrial Outlook. By Various 
Writers. Edited by H. 8. F. London: Chatto and Windus. 1917. 
Pp. 402. 3s. 6d. net. 

[To be reviewed. ] 


Hauser (Henri). Germany’s Commercial Grip on the World. 
Her Business Methods Explained. Translated by M. Emanuel. 
London: KE. Nash. 1916. Pp. 259. 5s. net. 

[A translation of the book reviewed in the Economic JourNat last Sep- 
tember. ] 


Hicuam (C. F.). Scientific Distribution. London: Nisbet. 
Pp. 171. 17s. 6d. net. 


[An historical study of advertising. ] 


Hosson (J. A.). The Evolution of Modern Capitalism. (The 
Contemporary Science Series.) New edition. London: Walter 
Scott Publishing Co. 1917. Pp. vi+488. 6s. 


[The ‘‘new and revised”’ edition adds to the ‘‘revised’’ edition, dated 
1906, a long supplementary chapter on industry in the twentieth century. ] 


Horry (JAMEsoN B.). Poverty and its Vicious Circles. London: 
Churchill. 1917. Pp. 180. 

[A sequel to the author’s “Study on Vicious Circles in Disease,’’ published 
in 1911.] 

MoorE (Harotp E.). Farm Work for Discharged Soldiers. 
London: P. 8. King. 1916. Pp. 37. 6d. net. 

[A sub-title deucsiiee the contents as “proposals indicating the manner in 


which disabled or discharged soldiers may be assisted to secure a livelihood 
from agricultural work, and method by which the State could safely aid that 


object.”] 
Morcan (H. E.). Business Organisation. London: E. Nash. 
1916. Pp. vili+253. 5s. net. 
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Norwoop (Dr. Cyrit). The Relations of Capital, Labour, and 
the State. An Address given to Bristol Employers, with some 
Letters bearing thereon, etc. Bristol: Arrowsmith. 1916. Pp. 39. 

[This is the address referred to in the Notes on Current Topics. ] 


Noyes (A. Dana). Financial Chapters of the War. London: 
Maemillan. 1916. Pp. 255. 5s. net. 


[To be reviewed. ] 


Puipson (C. Batrour). The True Cause of the Commercial 
Difficulties of Great Britain. Edited by Mark B. F. Major and 
Edward W. Edsall. London: Geo. Allen and Unwin. Pp. 188. 
2s. 6d. net. 

[The editors revive the doctrine of Ceci] Balfour Phipson that the use of 


gold as international money has been fatal to Free Trade. To restore our com- 
mercial prosperity it is necessary and sufficient to demonetise gold.] 


Poynter (A.). The Coming War. London: Murray. 1916. 
Pp. x+180. 


[The industrial conflict and the need of preparation for it are the subjects. ] 


Russian Union of Zemstvos. A Brief Report of the Union’s 
Activity during the War, with an Introductory Note by Prince 
G. E. Luov. London: P. S. King. 1917. Pp. 39. 


Situ (Sir SwirE, M.P.). The Real German Rivalry. London: 
Fisher Unwin. Pp. 80. 1s. 


[The real rivalry of yesterday, to-day, and to-morrow is in physical and 
moral strength and the qualities that make for efficiency. We must educate 
and organise, but ‘“‘we must take the greatest care lest organisation become 
another alias for Tariff Reform.’’] 


Storey (Haroup). The Paris Conference and Trade after the 
War. London: Fisher Unwin. Pp. 32. 2d. 


[A vigorous polemic against the Protectionist proposals of the Paris Economic 
Conference. They could only be justified (on grounds of business as distin- 
“congo from war) by the existence of dumping of the systematic kind which 

ig firms and trusts have practised to ruin competitors. But there is no 
evidence that dumping of this sort has been practised by the German producer. ] 


Treus (M. W. F.). Reminiscences and Impressions. A Few 
Notes by G. W. E. Gibson. Moulton: The Hague. 1916. Pp. 21. 

[Mr. Gibson—described as “of The Hague ”—presents a brief English 
abstract of the 400 pages written in Dutch by Mr. Treub, the Minister of 
Finance. The principal measures for the maintenance of sovereignty and 
neutrality for the supply of foodstuffs and other purposes connected with the 
war are summarised. While denouncing strongly the conduct of Germany, 
Mr. Treub also laments the violation of neutral rights by Great Britain, in 
particular the seizure of the Dutch mails.] 


American. 


Carver (T. N.). Selected Readings on Rural Economics. 
Boston: Ginn, 1916. Pp. 974. $2.20. 


[One of the series of ‘‘Selections and Documents in Economics ” edited by 
Prof. W. Z. Ripley.] : 


Davies (J. E.). Trust Laws and Unfair Competition. Wash- 
ington Bureau of Corperations. Pp. liv+832. 40. 
{A valuable compendium of laws and judicial decisions. ]} 
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JANES (GEORGE M.). The Control of Strikes in American Trade 
Unions. Johns Hopkins University Studies. Series XXXIV. 
- 3. Baltimore: Johns Hopkins Press. 1916. Pp. vii+181. 
$1. 

KeEMMERER (Epwin W.). Modern Currency Reforms: A History 
and Discussion of Recent Currency Reforms in India, Porto Rico, 
Philippine Islands, Straits Settlements, and Mexico. New York: 
Macmillan Co. 1916.. Pp. 1016. 


[To be reviewed.] 


O’Hara (Frank). An Introduction to Economics. New York: 
Macmillan Co. 1916. Pp. 259. 

[The author is Associate Professor of Economics in the Catholic University 
of America, Washington. ] 

Puituips (CHESTER A.). Readings in Money and Banking. New 
York: Macmillan Co. 1916. Pp. 844. 

[Light is thrown on the principal topics of the subject from various sources, 
including summaries of accredited writings and interviews with leading business 
men. ] 


Ryan (Jonn A.). Distributive Justice. The Right and Wrong 
of our Present Distribution of Wealth. New York: Macmillan Co. 
1916. Pp. 442. 

[Considering the factors among whom the national income is distributed, the 
author discusses the morality of rent and interest, the moral aspects of profits 
and wages. ] 

tLEY (W. Z.). Trusts, Pools, and Corporations. Revised 
edition. 1916. Pp. xxiii+872. $2.75. 

[A revised and in great part rewritten edition of the work edited by 
Professor Ripley, of which the first edition appeared in 1905.] 

Setzars (R. W.). The Next Step in Democracy. New York: 
Maemillan Co. 1917. Pp. 272. $1.50. 


(The step contemplated is in the direction of a moderate Socialism. ] 


Trever (A. A.). A History of Greek Economic Thought. 
Chicago: University Press. London: Cambridge University Press. 
1916. 3s. Gd. net. 

[A dissertation for the degree of Doctor of Philosophy. ] 


Wetp (Leroy D.). Theory of Errors and Least Squares. New 
York: Macmillan Co. 1916. Pp. 190. 

[The author, who is Professor of Physics in Coe College, Iowa, seems to 
have fulfilled his purpose of presenting the outlines of the subject “‘in such a 
simple and concise form as to be useful, not only as a text-book to under- 
graduates, but as a handy reference which any research worker can read 
through in an evening or so and then put into immediate practice.’’] 


“rench. 


Gip—E (CHARLES). De la Reconstitution de la Population 
Francaise. Paris: Giard et Briére. 1916. 1.50 fr. 

Pirrson (N. G.). Traité d Economie Politique. Traduit par 
Louis Saret. (Bibliothéque Internationale d’Economie Politique.) 
Paris: Giard. 1916. Pp. 496. 


[A translation into French of the first part of Pierson’s great treatise.] 
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Italian. 


Armas (I. G.). Principii di economia commerciale. Milan: 
Societé Libraria. 1917. Pp. 948. 

Gartno (C. A.). Intorno al concetto di industria naturale nelle 
letteratura economica. Turin: Bocca. 1917. 

Macuia (A.). La marina mercantile in Italia. Napoli: Pierro. 
Pp. 105. 

Monpaini (G.). Storia coloniale dell’ epoca contemporanea. 
Firenze: Barbera. 1917. Pp. 809. 


ParETO (V.). Principii di sociologia generale. Ibid. Vol. I., 
pp. 757; Vol. II., pp. 887. 


[The eminent mathematical economist brings to bear upon the _ principles 
of sociology a power of severe reasoning which is seldom exhibited by writers 
on that subject.] 


Roncaui (A.). Sunto di politica commerciale. Ibid. Pp. 227. 





